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In the second quarter, new approvals, on an ad- 
justed basis, declined slightly but were still well 
above year-ago levels. More promising signs were 
the broadening of the recovery to include almost all 
industries and a continuation of backlog building. 
This report on a continuing Board survey, financially 
sponsored by Newsweek, of the 1,000 largest firms 
also considers CEES ie prospects for the second 
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Business Highlights: A Look at 1960 


The stage for business developments for the re- 
mainder of 1959 was mostly set by midyear. 
Similarly, what happens between now and the end 
of the year will have much to do with business 
behavior in 1960. Sectors to watch are the automo- 
bile market, inventory movements, the capital goods 
market, and prices. The present situation, the pos- 
sible alternatives for the remaining months of 1959, 
and their consequences for 1960 are highlighted. 
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Second-quarter Rise in Discretionary 
Income 


About two thirds of the $12.4-billion increase in 
disposable income in the first half of the year can be 
considered as discretionary income, according to 
the latest quarterly report on this Conference Board 
series. Important differences in the relationships of 
the two measures of income to consumer goods sales 
are indicated........- Hejae's wae eee ae Page;416 


The “Finite Dimension” in Price Trends 


In his review of price trends since the start of the 
present recovery, the author points to the influence 
of nonfood items as a determining influence on the 
consumer price index, commodities other than farm 
products on the wholesale price index, and the 
nonfood components on the spot commodity index. 


The author's analysis of these inner divergencies in 
price indexes leads to a discussion of the extent to 
which steel wage settlements since 1947 have set off 
price rises not only in steel but in other industries 
within these important “nonfood-nonfarm” sectors. 
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Monthly Survey of Business Opinion and 
Experience 


Business and the Political Process—Should com- 
panies assume a more active role in the political and 
governmental process? The report presents atti- 
tudes and practices of companies with regard to 
top executives’ participation in politics, the encour- 
agement of other employees to become politically 
active, and other related matters.......page 424 


A Long View of Prices 


Consumer prices over the past century and a half 
have tended to outrun wholesale prices at a better 
than two-to-one rate, according to Bureau of Labor 
Statistics indexes. The more nearly parallel move- 
ments of the fwo series in recent years raise the 
question of how weil the indexes reflect the actual 
relationship of wholesale and consumer prices in the 
nineteenth century. Factors related to the question 
are discussed .<. siecsscscctvccsse s epage aoe 


Consumer Buying Plans: Bright Market 
Prospects 


The purchases of consumers in the coming months are 
expected to sustain the economic expansion of 
1959. This is one of the major conclusions of the 
fourth report in a continuing survey of buying plans, 
sponsored by Newsweek. Plans to purchase new 
automobiles and most appliances are well above 
last year’s levels. The report includes for the first 
time year-to-year comparisons of buying plans for 
specific items and a discussion of the influences on 
these plans of income, occupation, age, homeowner- 
ship and changed financial status......page 438 
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Capital Appropriations: 


Nondurables Bolster Upswing 


the first half of 1959. Second-quarter appropria- 
tions approved by the 1,000 leading manufactur- 

ing concerns rose substantially above the year-ago rate, 
the second such year-to-year gain after many quarters 
of decline. Especially noteworthy was the strong con- 
tribution of the nondurable goods industries, which in 
the first quarter had risen only slightly above year-ago 
rates. Backlogs were higher than a year ago, the first 
such rise in two years, while cancellations continued to 


fall sharply. 


Upturn Broadens 


[ee CAPITAL goods upswing continued through 


The latest survey points to a broadening of the capital 
goods upturn. Almost every industry showed consider- 
able gains in appropriations over those of a year earlier, 
and a record number of individual companies reported 
such gains. The nondurable goods industries, most of 
_ which had been lagging in the appropriations upswing, 
have now registered substantial hikes in their approval 
rates. 

The appropriations upswing, while broadening, also 
seems to be slowing down. New appropriations fell 
slightly, on a seasonally adjusted basis, but were still 
_ well above late-1958 levels. Primarily responsible was 
the steel industry, which showed a not unexpected de- 
cline in the second quarter after a spectacular first- 
quarter advance. But even if the steel industry is ex- 
cluded, a slowing in the rate of increase of seasonally 
adjusted approvals is evident in both the durable goods 

and nondurable goods industries. 
_ This report is the thirteenth in a continuing series of 
quarterly reports on capital appropriations conducted 
by Tur ConFerence Boarp with the financial sponsor- 
ship of Newsweek.! The numerical data in the present 
study are identical with those in the June, 1959, 
Business Record, except for very minor revisions in first- 

1 The initial study, presented in The Conference Board Business 
Record for October, 1956, described in detail the broad purposes of the 


survey, the techniques employed, and the major limitations surround- 
ing the results 
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quarter figures. As in other reports in this series, all 
tables and calculations are based upon identical com- 
pany returns, to ensure consistency. (For data back to 
1955 not shown in this report, see The Business Record, 
September, 1958, and December, 1958.) 


Larger Year-to-year Rise; Seasonal Dip 


The 500 companies furnishing appropriations data for 
the past four and a half years reported a 45% gain in 
new approvals over the parallel 1958 quarter. This is the 
second successive rise after ten quarters of decline, and 
is higher than the 87% increase reported in the first 
quarter. 

Capital spending, although still down 8% from a year 
earlier, rose moderately from the preceding quarter on a 
seasonally adjusted basis. This was the second successive 
increase in capital spending. 

Capital appropriations fell 29% from the first quarter 
to the second quarter of 1959. This decline is smaller 
than those in 1957 and 1958, but greater than those in 
1955 and 1956. While the durable goods industry had a 


Percentage Changes in New Approvals from 
First to Second Quarters 


a a) | a 


All manufacturing....... 
Durables j2:c)s «sa 
Nondurables......... —31 
Excluding petroleum 
All manufacturing..... —12 
Nondurables......... 23 


record second-quarter drop in 1959, owing to the cutback 
in steel industry approvals, the nondurable goods in- 
dustry had its smallest for that quarter. If the steel in- 
dustry is excluded from the comparison, the second- 
quarter decline in durable goods is less than average. 
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The petroleum companies can be excluded from these 
quarter-to-quarter comparisons because they typically 
appropriate in the first quarter of the year and thus 
create an important seasonal effect. After eliminating 
the petroleum group, the latest first-to-second-quarter 
drop is about average. The nondurable goods group 
made its largest second-quarter gain on this basis. 

On a seasonally adjusted basis, new appropriations 
fell slightly in the second quarter (see chart). This de- 
cline followed three successive quarters of increases. The 
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Based upon 500 respondents. Changes in backlogs obtained by subtracting seasonally 
adjusted expenditures and cancellations from adjusted new appropriations. Seasonal 
adjustment factors are preliminary 

Source: The Conference Board 


rise in the first quarter was the largest in the history of 
the survey, and it is therefore not surprising that this 
increase has been followed by a slight dip. Approvals are 
still running well ahead of the rate at the end of 1958. 

The decline in approvals was concentrated in the 
durable goods industry, which fell roughly one eighth 
from the first quarter. In the durables sector, the cut- 
back was restricted to the steel industry, where approv- 
als fell from the pacemaking first-quarter rate. Never- 
theless, the adjusted approval rate in the hard-goods 
industries was more than double the rate at the trough 
in early 1958. In the nondurable goods industries, 
adjusted appropriations rose modestly for the fourth 
successive quarter, and were more than 50% above the 
year-ago trough level. 


Backlog Build-up Continues 


Seasonally adjusted changes in backlogs can be com- 
puted by subtracting seasonally adjusted expenditures 
and cancellations from adjusted appropriations. On this 
basis, backlogs rose sharply for the second successive 
quarter. Although the rise was not quite so great as in 
the first quarter, it was greater than that in any of the 
preceding quarters since the second quarter of 1956. 

Backlogs in the durable goods industries rose for the 
third successive quarter. The second-quarter increase 
was somewhat lower than that in the first quarter, but it 
was still substantial. f 

In the nondurable goods industries, backlogs rose for 
the second straight quarter. The most recent rise was 
considerably larger than the first-quarter rise. 


Cancellations Much Lower 


Cancellations were again reduced in the second 
quarter. After five consecutive quarters of seasonally 
adjusted decline, they are now as low as in early 1956, 
and have fallen 75% from their first-quarter-1958 peak. 
The ratio of adjusted cancellations to adjusted appro- 
priations was 4% in the second quarter of 1959. This 
compares with a ratio of 6% in the first quarter and 23% 
in the peak first quarter of 1958. 


Profits and Margins Off Slightly 


Trends in appropriations and in profits, profit mar- 
gins, and liquidity are closely associated. Manufactur- 
ers’ appropriations leveled off in the second quarter, 
following a first-quarter slackening in profits and 
liquidity. 

According to the Federal Trade Commission and the 
Securities and Exchange Commission, first-quarter 
after-tax profits in manufacturing were up 54% from the 
year-ago quarter, but were down 5% from the immedi- 
ately preceding quarter. Profit margins also fell slightly 


_in the first quarter, but were well above year-ago levels. 


Undistributed profits were at about the same level in the 
first quarter as in the fourth, but were more than three 
times as great as in the year-ago quarter. 

Profits in the durables sector were 77% above year- 
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ago levels, compared with a gain of 36% in the nondur- 
ables sector. In addition, the first-quarter decline in 
profits was smaller in the durable goods industries than 
in nondurables. 


Net Profits, after Taxes, as Percentage of Sales 


1957 1958 
FIR LT TV PES SLs PV 


(nnn 


All mfg..... 5.0 4.7 4.4/3.4 3.8 4.4 4.9 
Durables. . 5.2 4.6 4.2| 3.1 3.6 4.0 4.9 
Nond’bles. 


Sources: Federal Trade Commission; Securities and Exchange Commission 


In the second quarter of 1959, manufacturing profits 
were up 17% from the first quarter, according to the 
First National City Bank’s preliminary figures. Com- 
pared with a year earlier, profits were up 79%, while the 
year-to-year gain in the first quarter had been 51%. For 
the first half as a whole, profits were up 65% from a year 
ago. 

The lion’s share of the gain was enjoyed by the dur- 
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Percentage change in first-half appropriations from first half, 1958. Percentage change In 
end-of-quarter backlogs from second quarter, 1958 

Based upon 500 reporting companies. See table 4 

Transportation equipment includes motor vehicles. Other nondurable goods include apparel 
and related products, tobacco, leather and leather products, printing and publishing. 
Other durable goods include lumber products, furniture and fixtures, instruments, ordnance, 
and miscellaneous manufacturing 


Source: The Conference Board 
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able goods manufacturers, whose first-half profits in 
1959 were more than double the year-ago level, while 
nondurables manufacturers had a gain of not quite 31%. 


Liquidity Dips 


Liquidity, as measured by the ratio of cash and fed- 
eral securities as a percentage of current liabilities, also 
fell slightly in the first quarter. This decline was prob- 


Cash and Government Securities as Ratio 
of Current Liabilities 


1957 1958 
PTE. TE ATV | Eb Tet 


All mfg..... 58 .55 .55|.51 .51 .62 55) 53 55 .56 . 
Durables. .| .53 .51 .50| 47 .47 .49 .51| 51 .53 .55 .60]. 
Nond’bles.| .67 .62 .63]| .58 .58 .65 .59| .56 .57 .58 . 


Sources: Federal Trade Commission; Securities and Exchange Commission 


ably seasonal in character. First-quarter liquidity was 
higher in 1959 than in 1957 or 1958, and only slightly 
lower than in 1956. However, liquidity is still far below 
the 1955 level. 


Approvals Recovery Broadens 


New appropriations in the second quarter were up 
45% from the year-ago quarter, the second consecutive 
such advance after ten successive quarters of decline. 
This was a larger gain than that in the first quarter, but 
was considerably smaller than the year-to-year gains 
posted several times in the 1955-1957 appropriations 
boom. 

Approvals in durable goods industries were 38% 
higher than in the second quarter of 1958, and approvals 
in nondurable goods industries were 54% higher. In the 
first quarter, nondurables industries showed only a 
slight year-to-year gain in approvals while durables 
more than doubled. 

As in the first quarter, all but one of the fifteen 
industrial groups reported higher appropriations than a 
year earlier. Year-to-year gains in the second quarter 
were higher than the corresponding first-quarter gains in 
thirteen of the fifteen industries. The steel industry, 
which in the first quarter had a greater increase than 
any other industry, was the only industry in the second 
quarter to show a year-to-year decline. On the other 
hand, the chemical industry turned a 17% first-quarter 
decline into a second-quarter gain of 68%. 


All Industries in First-half Gains 


The upsurge of appropriations thus far in 1959 has 
had a different timing in different industries, some gain- 
ing heavily in the first quarter and others in the second. 
To get a clearer picture of the magnitude and industrial 
pattern of the gains, it may be helpful to compare total 
appropriations of the first two quarters of 1959 with the 
same period a year earlier (see chart). 

In the first half of 1959, new appropriations were 41% 
higher than in the year-earlier period. The durables 
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sector gained 78% as compared with an increase of 19% 
in the nondurables sector. 

All fifteen industrial groups registered gains over the 
first half of 1958, indicating the widespread character of 
the recovery. Nonferrous metals, transportation equip- 
ment, and stone, clay and glass products led the ad- 
vance with increases of more than 100%. Industries 
with gains of 75% to 100% were iron and steel, textiles, 
and rubber products. The smallest gains were recorded 
in fabricated metals (8%); petroleum (9%); and chem- 
icals (17%). 


Still Below 1957 


Despite the impressive gains in appropriations thus 
far this year, approvals are still 16% below the level of 
the first half of 1957 (see chart). Both the durables and 
nondurables sectors appropriated less in the first half of 
1959 than in the first half of 1957: durables were down 
8% while nondurables fell 21%. Nine of the fifteen 
industries had lower approval rates than in 1957 (see 
chart). Those industries having higher approvals than 
in the first half of 1957 are iron and steel, stone, clay and 
glass, food, textiles, and miscellaneous durables and 
nondurables. 


Record High in Diffusion 


The 500 companies reporting appropriation data for 
the past four years have been classified into three 
categories: firms with increases, those with decreases, 
and firms reporting no change. Here each company is 
counted as one unit, without regard to the size of its 
dollar appropriations. 


Percentage of Companies with Higher and Lower 
Appropriations 


No change.... 
Durables mfg. 
Higher....... 64 70 
Lowel ss seco. 38 85 
No change.... 4 6 
Nond’bles mfg. 
Higher....... 62 64 
Lower....... 34 30 
No change.... 4 6 


Sixty-seven per cent of the companies reported higher 
appropriations in the second quarter of 1959 than in the 
year-ago quarter. This represented a new high in the 
history of the appropriations survey (see chart). 

The diffusion gain was particularly marked in durable 
goods industries, where 70% of the companies reported 
higher appropriations. This was well above the previous 
record set in early 1956. The diffusion of appropriations 
among nondurable goods industries was also at record 
levels, with 64% reporting gains. 


Approvals Recovery in Perspective 
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New appropriations for the first half of each year. 1957 =100. Based upon 500 reporting 
companies. See Table 4. Transportation equipment includes motor vehicles. Other nondur- 
able goods include apparel and related products, tobacco, leather and leather products, 
printing and publishing. Other durable goods include lumber products, furniture and fixtures, 
instruments ,ordnance and miscellaneous manufacturing 
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backlog increases rose from 45% in the first quarter to order after the appropriation has been approved.) Some ~ 
58% in the second quarter. companies have been able to report their commitments; — 
for these companies, then, backlogs represent uncom- © 


ELC mitted appropriations. They represent unspent appro- — 


The backlog rate in the second quarter was higher priations for the companies unable to report commit- | 
than a year earlier for the fourth consecutive quarter. ments. 
The rates are defined as the number of quarters the End-of-quarter unspent backlogs divided by second- 
appropriation backlog would last at the current rate of quarter-1959 capital spending was higher than a year ~ 
spending or commitment. earlier for the third straight quarter. In the first quarter, ~ 
almost all the year-to-year increase had been centered 
Number of Quarters of Commitment or Expenditure in durable goods industries; in the second quarter, the 
Represented by End-of-quarter Backlog nondurable goods industries contributed substantially 
to the higher unspent backlog rate. 
1956 1957 1958 1959 . * 
Slip Log, Tigeiv: | emily pikes Fve |g, Commitments Rise 
Allmfg. 3.8 3.2 25|3.7 32 33 For those companies able to report commitments, it 


Sissi 4.1 3.4 2.8 
Durables..| 4.3 | 44 38 86 29/43 42 46 4.9 
3.7 3.0 2.0 


is possible to compare trends in commitments and 
spending. Experience thus far indicates that changes in 
commitments tend to lead changes in spending by six to 


2.8 22 | 3.3 2.6 2.5 


The backlog rate for durable goods industries reached nine months. Thus trends in commitments closely fore- | 
a survey peak in the first quarter. In the most recent shadow spending trends. . 
quarter, the backlog rate remained at high levels, match- Commitments in the second quarter of 1959 were 26% 
ing the second-quarter peak set in 1956. The backlog above the year-ago level, the second such gain after two 
rate in the nondurables sector was higher than. the years of decline. And the second-quarter gain was 
year-ago rate, the first increase after ten successive greater than the 12% increase posted in the first 
quarters of decline. quarter. Spending, however, was still moderately below | 


year-ago levels, although the year-to-year comparisons - 
in spending have been improving in the past two 

The backlog rates represent an admixture of spending quarters. 
and commitments. (A commitment is the placing of the Recent gains in commitments have been mainly ~ 


Backlog Rates on a “‘Spent’’ Basis 


Table 1: Estimated Capital Appropriations for the Thousand Largest Manufacturing Companies, Quarters, 
1956-1959! 


Billions of dollars 


1956 1957 1958 1959 
I II Til IV I I Ilr IV I II Il IV I II 
All Manufacturing 
Opening backlog............. 8.24 10.23 10.49 10.04 9.47 10.94 10.07 8.82 7.61 7.71 6.82 6.29 5.88 7.38 
Newly approved............. 491 3.58 258 3.03 4.54 263 1.80 2.26 2.65 1.68 1.62 2.07 3.58 2.57 
Committed or spent........... 2.81 $8.20 9.89 3.66 2.929 $3.81 " 2.96 8.05 VIG T oe CO Le99 aoe) 1-9o oe 
Canceled = Were eh Sea nee. 12 AL lh 23 A? 21 Ee RAL ORS Te te CO oes Bit fates SAY Gh 
Closing backlog............. 10.23 10.48 10.03 9.29 10.94 10.09 8.82 7.60 7.75 6.82 6.25 65.86 7377.68 
[Capital expenditures......... 2.19 293 3.04 3.76 286 3.35 3.25 3.42 2.26 229 2.06 2.21 1.74 2.17] 
Durable Goods Industries 
Opening backlog............. 495 5.75 6594 5.57 5.50 5.78 538 4.65 4.21 3.86 3.65 3.48 3.46 4.13 
Newly approved............. 2.46 1.98 1.08 1.76 PGi ess S12 lS, 74 ~=81 -73 1.03 1.60 1.23 
Committed or spent........... 160) TRL yp een La, 144° 1.68 L140 1.48 S91 SO Li erty verge 65 1.10 
Canceled Sh ascension tote: .06 06 .07 09 05 09 Ol rely LG" LO 00 ee ey 08 03 
Closing backlog............. 5.75 6.93 5.56 6.385 5.78 540 465 4.22 3.88 3.65 3.47 3.45 4.12 4,23 
[Capital expenditures......... 112 1.63 1.62 92.07 150 1.72 1.60 1.70 1.06 1.04 94 95 ye | 
Nondurable Goods Industries 
Opening backlog............. 3.30 4.48 455 4.47 3.98 5.16 469 4.16 3.40 3.85 3.16 2.81 242 3.25 
Newly approved............. 245 1.60 1.50 1.27 Cite 21.52 1.09 1.11 1.91 87 .89 1.03 1.98 1.34 
Committed or spent........... LOT WIELG dO es lage L48" 1.68 5 L657) £62 LCOS. 29 Sil omet. O27, 1.07 1.18 
Cancded 20S. OS. ee: 05 08 O07 14 07 aks 005 27 oy Bel” Oe 09 08 
Closing backlog............. 448 4.55 4.48 3.94 SAT ean 417 SSS 3.87 3.17 2.78 2.41 3.25 3.29 
[Capital expenditures......... 1.08 140 1.43 1.69 1.36 7635 66 172 1.20 1.24 1.12 1.26 1.00 1.21] 


SESE TL SS eee i a a a ne 
1 Data for 1956 based upon 559 reporting companies; data for 1957-1958 based upon 586 reporting companies. Industry details may not add up because of rounding. For basic 
data underlying 1956 estimates see T’he Business Record, March, 1958, p. 88. Comparable data for 1957-1958 available upon request 
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centered in the durable goods sector, where in the first 
half they were 38% over those of the year-earlier period 
as compared with only 2% for nondurable goods com- 
panies. This reflects previous trends in new approvals 
which rose earlier and more sharply in durables than in 
nondurables. Most of the gains in nondurables have 
been too recent to be reflected in commitments. 

These trends in commitments clearly indicate a rising 
trend in capital spending during the second half of the 
year, during which the spending rate should exceed that 
of last year’s second half. The rise in spending should 


Some Highlights 


The capital appropriations recovery paused in the 
second quarter of 1959. New approvals fell slightly, 
on a seasonally adjusted basis, although they are 
still well above a year ago. However, the recovery 
broadened to include more industries, and backlogs 
continued to build up. 

This is the result that emerges from reports sub- 
mitted by 586 companies in the thirteenth of a con- 
tinuing quarterly survey of the 1,000 largest manu- 
facturing companies conducted by THE CoNFERENCE 
Boarp with the financial sponsorship of Newsweek 
magazine. (Reprints of earlier reports are available 
upon request.) 

New appropriations in the second quarter of 1959 
were 45% above a year ago, the second successive 
such increase. On a seasonally adjusted basis, how- 
ever, approvals were down slightly from the preced- 
ing quarter. 

Appropriations of the durable goods industries, 
after a 128% year-to-year gain in the first quarter, 
were up only 38% from a year ago in the second 
quarter. This relative drop was owing to a reduction 
in steel industry appropriations after a spectacular 
rise in the first quarter. 

The nondurables industries lent strength to the 
appropriations recovery in the second quarter, since 
the chemical and petroleum industries increased 
their approvals. Second-quarter appropriations in 
the nondurables sector were up 54% from a year 
earlier, following a 3% year-to-year rise of 3% in the 
first quarter. 

Backlogs in the second quarter were up 10% from 
a year ago. Taking seasonal factors into account, 
backlogs rose substantially for the second straight 
quarter. 

Spending rose moderately, on an adjusted basis, in 
the second quarter of 1959, but was still below year- 
ago levels. Boosts in appropriations over the past 
few quarters, and more recent increases in commit- 
ments above year-earlier levels, imply a continued 
spending rise which should extend into 1960. The 
length and magnitude of the spending upswing will 
depend on future trends in capital appropriations as 
revealed by the next and subsequent surveys. 
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Table 2: Newly Approved Capital Appropriations 
for Reporting Companies, 1957-1959! 


Money figures in millions of dollars 


. % Change 
Ist Half Ist 
II ’59 "59 Half '59 
Il’59 IL’58 I1’58 Ist Half 1st Half 
"58 "67 


All Manufacturing........... 1,878 1,291 45 41 —16 
Durable goods industries..... 890 647 38 78 — 8 
Primary iron and steel.... 320 350 -—9 86 17 


Primary nonferrous metals 54 12 3650 107 —54 
Electrical machinery and 


equipment........... 120 82 46 49 — 7 
Machinery, except electrical 105 58 81 68 —34 
Transportation 
equipment?........... 112 49 129 113 —15 
Stone, clay and glass 
DEOGUeES ae eis au cioeis 113 530) 11S 108 15 
Fabricated metals 
PLroductsene nt stems ke 19 16 19 8 —8 
Other durable goods 
INGUSERIESS ee aie ee 47 28 68 52 4 
Nondurable goods industries. 988 643 54 19 —21 
Food and beverages...... 98 59 66 35 AT 
Textile-mill products..... 43 21 105 84 20 


Paper and allied products. 73 44 66 52 —19 
Chemicals and allied 


Products. emt. eee tO 164 68 17 —40 
Petroleum and coal 

products: eee 410 317 29 9 -21 
Rubber products........ 65 22 «195 85 —10 
Other nondurable goods 

iNGUSETIES* he at eee ane 24 16 50 44 9 


1 Based upon 500 reporting companies. Industry totals are rounded 
2 Including motor vehicles 


3 Includes lumber products, furniture and fixtures, instruments, ordnance and mis- 
cellaneous manufactures 


4 Includes apparel and related products, tobacco, leather and leather products, 
printing and publishing 


thus be particularly marked in the durable goods sector. 

Commitments should continue to rise above year-ago 
levels in the next quarter or two as they reflect the 
latest appropriations gains. This, in turn, would portend 
extension of the spending rise into 1960. The nondurable 
goods industries should, in view of their recent gains in 
approvals, take a greater share in this later rise in com- 
mitments and spending. 


Small Firms Speed Up Approval Pace... . 


The trend in capital appropriations can be studied 
in more detail by size of firm. This study is based on 
returns from 586 identical companies reporting for all 
quarters of 1957-1959. In earlier surveys it was noted 
that the smaller companies tended to lead the larger 
ones in the appropriation cycle. (Small companies in 
this apex of the manufacturing pyramid are those with 
year-end-1954 assets of under $50 million; those with 
$50 million to $100 million are medium; those with more 
than $100 million are large.) 

In the second quarter of 1959, firms in all size classes 
for the first time had higher appropriations than in the 
year-earlier quarter. The small firms led the advance, 
appropriating 82% more than a year ago, as against a 
41% gain by the large companies. This was the fourth 
straight quarter in which the small companies have had 
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year-to-year gains in approvals, and their pace has con- 
stantly accelerated. This speed-up has been true in both 
the durables and nondurables sectors. 


Year-to-year Percentage Changes in New Appropriations 
by Size of Firm, 1957-1959 


1°58 Ii’58 Il’58 IV ’58 1’59 II ’59 
I’57 Il’57 Iil’57 IV ’58 158 II 58 


All mfg 
pmallitascon ace —31 —4A 5 17 Q7 82 
Medium........ —-17 —41 —33 19 —2 73 
Largevgess 32.8 —46 —33 — 9 —10 44 41 
eLotal ie) see —43 —35 —Il1 — 6 38 AT 
Durables 
Small sas e sek —29 —55 5 25 38 141 
Medium) ..205 = —42 —54 —12 ay 57 105 
Large ue ee —63 —30 3 -—9 149 QT 
AD OtAL er rotate —58 —35 1 —4 123 42 
Nondurables 
TIVELY oe ease aac —33 —26 4 Q 11 Q4 
Medium........ 3 -15 —46 25 | —Q7 40 
Sarge: nase s —36 -—36 —-—17 —12 7 57 
Total —33 —34 —20 —12 3 53 


In the durables sector, approvals of small firms 
gained 141% from the year-earlier level, compared with 
gains of 105% and 27% in the medium and large com- 
panies, respectively. The year-to-year gains of the small 
companies have risen every quarter for the past year. 
The large companies, which had a 149% gain in the first 
quarter, rose only 27% in the second quarter; this was, 
however, still larger than earlier gains. 

In the nondurables sector, the small firms, although 
the first to show year-to-year gains, have not increased 
their appropriations so rapidly as the medium and large 
firms. Thus approvals of small firms were 24% higher in 
the second quarter than a year earlier; the medium 
companies gained 40% and the large companies 57%. 


. . - And Spending Pace 


The small firms tend to lead the others in spending as 
well as appropriation trends. Total capital spending in 
the second quarter was 7% below year-ago levels; this 
compares with a 24% drop in the first quarter. For the 
first time, however, the small companies showed a year- 
to-year increase in spending. But while the spending of 
small firms was up 12%, the spending of medium and 
large companies was each 9% below year-ago levels. The 
results are quite similar in both the durables and non- 
durables sectors. 


Year-to-year Percentage Change in Capital Spending 
by Size of Firm, All Manufacturing, 1957-1959 


I ’58 Ii’58 Iil’58 IV’58 I ’59 II ’59 
1’57 ’s7 =l’567 =V 57 158 II ’58 


Smallgy sie seat eos —22 —30 —35 —27 — 9 12 
Medium.) O09 —-17 —-25 —26 —28 —-23 —9 
Largenonjtene me —18 —32 —38 —39 — 26 — 9 


This spending pattern is a result of earlier appropria- 
tion trends. The small companies first showed a year-to- 


year increase in appropriations three quarters ago; the ~ 
medium companies first increased approvals only two © 
quarters ago, and the large companies not until the first | 
quarter of 1959. f 
It can be expected, on the basis of these trends in 
appropriations and spending by size of company, that in © 
the near future the capital spending of medium and 
large firms—and hence the over-all total—will exceed - 
year-ago levels. More tentatively, it may be concluded — 
that appropriations of the larger firms will continue to 
move upwards, following the lead of the smaller firms. 


Plant vs. Equipment 


In the previous survey, a new feature was introduced: 
the breakdown of appropriations into those scheduled 
for plant and those for equipment. Of the 500 companies 
regularly reporting capital appropriations, 325 were 
able to furnish such detailed appropriation information 


Companies Reporting Distribution of Plant and 
Equipment Appropriations 


Approvals of 
825 Companies 


Plant Approvals as 
Industry pala % of Total Approvals 
Companies 


First Half, 1959 | 1°59 | IL’59 | Ist Half ’59 


All mfg. (excluding 


petroletina): . seers ee - 53 26 31 29 
Durabless- ee. eer eae 49 26 33 30 
Tron and steel.......... 22 30 39 34 
Nonferrous metals...... 82 41 31 37 
Electrical machinery.... 66 18 49 84 
Nonelectrical machinery. 76 | 24 11 18 
Transportation - 
equipment........... 94 18 QT 22 
Stone, clay and glass.... 57 34 45 40 
Fabricated metals...... 25 11 Q1 17 
Other durables......... 35 29 41 35 
Nondurables (excluding 
petroleum).......... 60 Q7 a7 27 
E00dts 7 Fa. 59 Q1 33 25 
MRextiles4..2) eae a sabiocs 52 23 9 14 
Papery. 262 $20 cas a 62 15 3 uf 
Chemicals: = 2 4-ok paces 61 41 41 41 
Rubber*/esy acne foe 60 5 12 9 
Other nondurables...... 81 16 15 16 


for the first two quarters of 1958 with separate figures 
for plant and equipment. 

Petroleum companies are unable to make this break- — 
down, and therefore all figures in this section, whether 
for all 500 reporting companies or the 325-company sub- 
sample, should be understood to exclude the petroleum - 
industry. 


1 The total first-half-1959 appropriations of the 825 company sub- 
sample accounted for more than half of the appropriations of all 500 
reporting companies. Nondurables industries were somewhat better 
represented than durables industries. This was because of under- 
representation in the iron and steel industry, where only 22% of the 
poe appropriations were included in the 325-company sub- 
sample. 

The representativeness of the subsample can also be tested by 
comparing its year-to-year changes in total appropriations with those 
of the 500 companies. Excluding petroleum, the 500-company sample 
increased first-half appropriations 61% above the year-ago level, while 
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Approvals for plant or new construction were 29% of 
all approvals in the first half of 1959. The ratio of plant 
to total appropriations rose from 26% in the first 
quarter to 31% in the second quarter. The increase in 
the plant ratio centered in the durable goods industries, 
where it rose from 26% to 33%; nondurable goods indus- 
tries maintained a steady ratio of 27%.1 

While total appropriations of the 325-company sub- 
sample in the second quarter rose 6% over the first 
quarter, appropriations for plant rose 23%. In the dur- 
able goods sector, while total appropriations fell 2%, 
plant appropriations rose 26%. The nondurable goods 
sector had equal quarter-to-quarter gains of 18% in 
total and plant appropriations. 

These results indicate that future increases in expen- 
ditures for industrial construction may be expected. 
While the evidence is still sketchy, it is also possible to 
infer that industry’s spending plans may be gaining 
more of an expansionary character. 


Significance of Expenditure Analysis 


Expenditures of manufacturing establishments for 
plant averaged 32% of total capital expenditures in the 
period from 1947 to 1958, according to Department of 
Commerce figures.? During this period, there has been a 
tendency for the ratio of plant to total expenditures to 
fall. Although equipment prices have risen faster than 
construction prices, the fall in the plant ratio cannot be 
entirely attributed to price changes. 

In recessions, the plant ratio tends to fall slightly. In 
1949 and in 1958, it fell by two percentage points, while 
in the milder capital goods downturn of 1954 the drop 
was negligible. In the most recent downturn in 1958, 
plant expenditures fell by 33% and equipment spending 
by 26%. This suggests that if the previous relationship 
between plant and equipment is to be restored, appro- 
priations and spending for plant will have to rise con- 
siderably faster than for equipment. 

To assess the current capital goods recovery, a com- 
parison with the first half of 1955 can be useful. New 


the 325-company subsample had an increase of 57%. This close corre- 
spondence does not hold for the individual quarters: in the first quar- 
ter, the 500 companies had a year-to-year increase of 71%, compared 
with the 325-company increase of 39%; in the second quarter, the 500 
companies had a 51% rise, compared with an 80% rise for the 325 com- 
panies. This pattern suggests that the underrepresentation of the steel 
industry in the 325-company subsample is responsible for these dis- 
crepancies. When the steel companies are excluded from the com- 
parisons, the year-to-year gains in each quarter are similar for the 
600 companies and the 325 companies 


1 These results are essentially unchanged if the plant ratios of the 
individual industries are weighted by the total appropriations of the 
respective industries as reported by the 500-company sample: The ex- 
clusion of the steel companies from these figures does not substantially 
change the results. 

When the second-quarter plant ratios of the individual industries 
are weighted by their first-quarter appropriations, the general rise in 
the plant ratio is again cae EL. This indicates that the rise in the 
plant ratio is not owing to a shift of the industrial distribution of total 
appropriations to those industries which typically have a greater pro- 
portion of their capital outlays in the form of plant outlays 


2See U.S. Income and Output and the Survey of Current Business | 


for July, 1959 
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appropriations, on a seasonally adjusted basis, hit their 
lowest recession levels in the first half of 1954 and in the 
same period of 1958. Therefore, the first half of 1959 is 
at a stage in the recovery comparable with the first half 
of 1955. 


Recovery Slower Than in 1955 


In the first half of 1959, new approvals were up 41% 
from a year earlier. This substantial gain does not 
match, however, the 55% increase posted in the first 
half of 1955. On a seasonally adjusted basis, second- 
quarter-1959 approvals were up 45% from the previous 
trough; but approvals in the second quarter of 1955 
were over 70% higher than the earlier trough levels. 
Nine of the fifteen industries had bigger year-to-year 
gains in the first half of 1955 than in the first half of 
1959. 

The difference between the two appropriation recov- 
eries is to be found in the behavior of the durable goods 
sector: the 1959 gain in approvals was 78%, against an 
increase of more than 120% in 1955—when the steel, 
nonferrous metals, transportation equipment, and stone, 


Table 3: Outstanding Capital Appropriations 
for Reporting Companies, 1958-19591 


Money figures in millions of dollars 


No. of Quarters 
of Commitments 
or Expenditures 
% Change nutstandi by 


> utstanding 
End of: I’59 propriations 
’59 =I11’58 IL ’58 Pes II 58 
All Manufacturing......... 5,870 5,330 10 3.6 3.2 


8,353 
1,713 


2,863 wh 4.3 4.2 
1,289 33 7.0 5.3 


Durable goods industries. . . 
Primary iron and steel. . . 
Primary nonferrous 


metals, ete ass meee 209 279 —%5 3.2 2.6 
Electrical machinery and 

equipment.......... 507 529..—4 5.1 6.5 
Machinery, except 

electrical sucn Secs caioh 866 300 22 8.2 4.5 
Transportation 

equipment?.......... Ws 151 16 1.6 2.4 
Stone, clay and glass 

PLOGUCESE a. 2 facie a « 230 158 46 3.3 2.4 
Fabricated metals 

PLroducts'), «2 ss acces 61 85 —28 1.4 3.5 
Other durable goods 

indiistries®: jactacanes > 91 71 28 2.6 2.6 

Nondurable goods industries 2,517 2,468 2 2.9 2.6 

Food and beverages..... 211 166 Q7 2.4 2.0 
Textile-mill products... . 75 40 88 Bi 1.4 
Paper and allied 

DLOUNCtS oe a ces eo 243-243 0 3.7 oe 
Chemicals and allied 

DLOGUCISS< Gena s een 751 871 —14 3.8 3.1 
Petroleum and coal 

DEOCUCUS. eaten cares he 1,086 1,031 5 2.5 2.2 
Rubber products....... 103 85 21 2.4 2.4 
Other nondurable goods 

industries*........... 48 30 60 3.4 2.5 


ee ee ee Ee ee eee ee 

1 Based upon 500 reporting companies. Industry totals may not add up because of 
rounding 

2 Including motor vehicles 

8 Includes lumber products, furniture and fixtures, instruments, ordnance and mis- 
cellaneous manufactures 

4Includes apparel and related products, tobacco, leather and leather products, 
printing and publishing 


Table 4: Capital Appropriations for Reporting Companies, 1957-1959, by Quarters’ 


Millions of Dollars 


1957 


1958 


1959 


I It I IV I Il Til IV I II 
Aut ManuFracTuRING 
Opening backlog.............. 7,476 8,635 8,039 7,065 5,945 5,957 5,329 4,929 4,591 5,735 
Newly approved.............. 3,400 1,947 1,320 1,521 1,923 1,291 1,166 1,496 2,638 1,878 
Committed or spent............ 2,127 2,390 2,217 2,836 1,691 1,643 1,467 1,609 1,386 1,661 
Camceded. ois. vin ws ov nin ocininiare as 80 160 89 801 298 272 186 246 107 
Closing backlog. 22.21.2745: 8,641 8,050 7,068 5,938 5,979 5,330 4,898 4,576 5,729 5,870 
[Capital expenditures.......... 2,018 2421 2,412 2,594 1,680 1,698 1,526 1,622 1,258 1,562] 
DuRABLE GOODS INDUSTRIES 
Opening backlog.............. 4,309 4,562 4,316 8,757 3,225 2,945 2,863 2,762 2,712 3,262 
Newly approved .)...0. «<ss4s se 1,311 971 531 686 526 647 536 725 1,201 890 
Committed or spent............ 1,027 1,145 1,052 1,099 691 680 602 671 610 779 
Canceled Bhar crete tsa es areyerens wate eres 30 62 50 99 109 48 386 106 37 17 
Closing backlog sj .a.en eee 4,564 4,327 3,754 3,236 2,952 2,863 2,758 2,711 8,257 3,353 
[Capital expenditures.......... 1,013 1,207 1,180 1,283 782 768 682 694 526 682] 
Primary iron and steel 
Opening backlog.............. 1,773 1,894 1,805 1,565 1,326 1,185 1,288 1,283 1,264 1,638 
Newly approved........-...18 451 316 176 Q17 131 350 219 228 574 320 
Committed or spent............ 329 402 405 437 263 242 224 235 194 243 
Canceled ae ca tome oc cthes Oe 1 3 12 6 9 4 a 12 2 1 
Closing backlog..............- 1,894 1,805 1,565 1,340 1,185 1,289 1,283 1,264 1,638 1,713 
[Capital expenditures .......... 325 425 430 480 286 288 Q45 233 176 221] 
Primary nonferrous metals ; 
Opening backlog.............. 729 658 692 534 459 383 279 263 186 224 
Newly approved.............. 117 199 25 97 58 12 34 16 91 54 
Committed or spent............ 185 158 180 158 124 109 46 54 &1 66 
Canceled BU eV saat aheva jexal o's oysters MERLOe 4 7 4 19 iy) 8 4 40 3 2 
Closing backlog............... 658 692 534 458 384 279 263 184 294 209 
[Capital expenditures.......... 156 191 188 182 113 87 72 73 60 70] 
Electrical machinery and equipment 
Opening backlog.............. 650 690 612 620 547 542 529 464 460 493 
Newly approved.............. 166 84 133 86 74 82 44 126 112 120 
Committed or spent............ 116 130 123 138 66 8&2 96 109 68 99 
Canceled eins: oatant ce aaee 10 22 11 21 12 13 13 22 12 7 
Closing backlog............... 690 622 620 547 542 529 464 458 493 507 
[Capital expenditures.......... 94 123 121 159 79 97 110 122 61 83] 
Machinery, except electrical 
Opening backlog.............. 317 431 417 387 359 313 801 316 368 374 
Newly approved.............. 216 121 49 87 75 58 79 132 119 105 
Committed or spent............ 100 118 79 105 59 67 65 70 108 113 
Canceled coe tt cc iain ho 3 17 2 9 56 4 1 8 6 1 
(Closing backlog’... )acce cae 430 417 384 8359 319 300 3138 373 374 366 
[Capital expenditures.......... 94 105 123 145 87 86 72 77 59 83] 
Transportation equipment, including 
motor vehicles 
Opening backlog.............. 333 353 320 Q47 192 178 150 114 136 176 
Newly approved.............. 153 116 44 58 58 49 43 89 116 112 
Committed or spent............ 121 Lhh 104 100 69 64 65 64 71 109 
COnceled RAO sz = ane ove 11 5 18 16 8 12 15 9 5 
Closing backlog............... 353 $20 QA7 190 179 151 114 131 172 175 
[Capital expenditures.......... 174 166 133 139 89 75 69 60 56 79] 
Stone, clay and glass products 
Opening backlog.............. 349 339 295 258 Q11 179 158 181 176 190 
Newly approved.............. 95 80 65 63 44 53 77 14 89 113 
Committed or spent............ 108 119 94 95 60 66 61 71 66 70 
Canceled F.8 hese see A anee 4 1 6 6 13 16 & 2 6 7 1 
Closing backlog is7)aa0 2. ane: 342 296 258 211 180 158 179 177 190 230 
[Capital expenditures.......... 103 115 110 104 64 eh 56 62 59 81] 


(Footnotes on page 412) 
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Table 4: Capital Appropriations for Reporting Companies, 1957-1959, by Quarters!—continued 


Millions of Dollars 


I It It IV I II I IV I II 
Fabricated metal products 
Opening backlog.............. 76 107 87 68 56 92 85 75 50 85 
Newly. SDPFOVCU a. okie. fie cls 6 ae 69 Q1 15 33 61 16 18 15 64 19 
Committed or spent............ 38 41 3h 36 2h 24 29 35 $1 43 
BO ee ee eee 1 a a 10 1 a a 5 a a 
Closing backlog... eas «cc. are 107 87 68 56 92 85 75 50 84 61 
[Capital expenditures.......... 36 48 40 39 31 31 31 32 Q7 32] 
Other durable goods industries” 
Opening backlog.............. 81 89 88 Le 75 73 71 66 73 82 
Newly approved.............. 4A 35 Q4 45 26 28 Q2 46 35 AT 
Committed or spent............ 34 33 82 Sh 25 27 26 383 23 36 
OCT IECIC Ieee ate Ae EE id 1 2 5 3 1 1 4 2 1 
Closing. backlog. ...6.......00% 89 88 Lith 75 73 71 66 73 82 91 
[Capital expenditures.......... 31 34 35 35 32 30 Q7 35 28 35] 
NonpurABLE Goons INDUSTRIES 
Opening backlog.............. 3,166 4,073 3,723 3,308 2,719 3,011 2,467 2,167 1,879 2,473 
Newly approved.............. 2,089 975 789 835 1,397 643 630 770 1,437 988 
Committed or spent............ 1,099 1,245 1,165 1,238 900 962 866 937 776 882 
Canceledga an tia wee TS ans 49 98 39 202 190 224 100 141 90 68 
Closing backlog. ......3...0.+ 4,077 3,724 3,314 2,702 3,028 2,468 2,140 1,865 2,472 2,517 
[Capital expenditures.......... 1,004 1,214 1,232 1,311 898 929 844 928 732 880] 
Food and beverages 
Opening backlog.............. 179 195 166 181 160 194 160 160 153 204 
Newly approved.............. 91 52 85 60 96 59 "3 79 112 98 
Committed or spent............ 71 77 68 69 59 84h 72 77 59 89 
Canceled sages. | rcteteo Se eee artes 2 3 4, 13 8 2 1 5 4 2 
Closing backlog............... 195 166 181 160 194 166 160 157 204 Q11 
[Capital expenditures.......... 66 83 76 70 58 75 74 85 61 86] 
Textile-mill products 
Opening backlog.............. 115 103 89 70 54 48 40 43 65 72 
Newly approved.............. 37 29 22 92 22 Q1 33 51 36 43 
Committed or spent..........+.. 45 42 38 386 27 28 30 27 28 36 
(HOC tea eure eA boa Sk i a 2 1 2 1 2 1 1 2 1 4 
Closing backlog............... 106 89 71 56 48 40 42 65 72 15 
[Capital expenditures.......... 40 42 40 41 30 28 Q7 28 26 34] 
Paper and allied products 
Opening backlog.............. 439 465 375 312 307 266 Q44 220 229 239 
Newly approved.............. 128 42 46 80 46 44 38 80 64 73 
Committed or spent............ 97 126 104 99 8&3 65 60 67 55 66 
CGN CELE: Mi yt «teste satsxoretdeo Mingle 6 5 ty 4 2 2 8 1 4 
Closing backlog .\......:,.25.% 5.01 465 375 313 286 266 243, 220 907 239 943 
[Capital expenditures.......... 100 120 112 113 80 69 63 68 51 64] 
Chemicals and allied products 
Opening backlog.............. 1,378 1,608 1,549 1,421 1,217 1,116 877 754 674 686 
Newly approved.............. 479 313 239 234 939 164 135 185 198 Q75 
Committed or spent............ 243 B24 357 409 269 279 256 242 180 200 
inccled al ats Ho ee Sie aes 5 49 6 28 61 131 9 23 5 10 
Closing backlog)... 2...2.%2.: 1,608 1,548 1,425 1,217 1,127 871 758 673 687 751 
[Capital expenditures.......... 248 327 366 417 Q71 278 253 240 183 199] 
Petroleum and coal products 
Opening backlog.............. 908 1,531 1,366 1,152 844 1,256 1,030 871 653 1,151 
Newly approved.............. 1,268 466 331 392 946 317 293 335 966 410 
Committed or spent..........++- 588 610 528 552 410 459 405 47h 411 435 
(COSTCO: Rey he pee dati «arene Fa 29 38 23 147 119 8&2 75 97 58 40 
Closing backlog. ....02..6.0%3 1,532 1,368 1,153 845 1,261 1,031 842 638 1,150 1,086 
[Capital expenditures.......... 493 576 572 600 407 428 384 465 374 444] 
(Footnotes on page 412) 
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Table 4: Capital Appropriations for Reporting Companies, 1957-1959, by Quarters!—continued 


Millions of Dollars 


1957 


I i Ot 

Rubber products 

Opening backlog.............. 129 143 153 

Newly approved.............. 63 63 41 

Committed or spent............ bh 61 58 

Canceled. akicts. s+ qe ster eae 5 1 H 

Closmg backlog... 2... ce +e 143 153 135 

[Capital expenditures.......... 45 61 52 
Other nondurable goods industries* 

Opening backlog.............. 18 28 24 

Newly approved.............. 23 10 24 

Committed or spent............ 12 14 12 


Canceled = oh, sa Suto 1 . a a 


12 15 15 


IV 


15 


1958 1959 


I I It IV I II 
106 104 85 43 66 83 
39 22 31 31 48 65 
39 36 83 85 29 43 
1 5 vl 8 1 8 
104 85 73 66 83 103 
39 36 29 32 Q7 40] 
31 QT 31 46 39 38 
9 16 26 9 12 24 
13 12 10 16 14 14 
a 1 a a a a 
Q7 30 46 40 38 48 
12 15 13 10 10 13] 


1 Based upon 500 respondents. Industry totals may not add up because of rounding. Opening backlog is defined as approved capital appropriations outstanding at beginning of 
quarter. Closing backlog is defined as approved capital appropriations outstanding at end of quarter 


2 Includes lumber products, furniture and fixtures, instruments, ordnance and miscellaneous manufactures 
8 Includes apparel and related products, tobacco, leather and leather products, printing and publishing 


a Less than $500,000 
For 1955-1956 data see The Business Record for September, 1958 


clay and glass industries had greater increases than in 
1959. The main difference, however, was in the steel in- 
dustry’s appropriations. The first-half-1959 increase in 
steel company approvals was a substantial 86%, but this 
is far less than the 1955 gain of almost 300%. If we ex- 
clude steel from the comparisons, the 1959 advance of 
73% in durables’ approvals is only a few percentage 
points below the increase of 1955. The reason for the 
relatively smaller increase in the steel industry’s appro- 
priations is to be found in the contracyclically high ap- 
proval rate in the second quarter of 1958, in the depths 
of the recession. 

In nondurable goods industries, the rate of increase in 
1959 is about the same as in 1955. However, all but two 
of the industries had a faster rate of increase in 1955. 
The difference is especially marked in the textile indus- 
try, whose 84% increase in 1959 is dwarfed by the jump 
of almost 300% in 1955. On the other hand, the food 
and ‘miscellaneous nondurables industries, which had 
substantial declines in 1955, have had marked increases 
in 1959, sufficient to offset the relatively smaller gains 
in other industries. 

Despite the differences noted above, it is nevertheless 
true that the industrial pattern of appropriation growth 
is broadly similar in 1959 to the pattern of 1955. The 
same relation between rates of growth in durables and 
in nondurables industries pertains to both periods. 
Furthermore, every industry that in 1955 had a gain in 
approvals greater than the average for all manufactur- 
ing was also above average in this respect in 1959. 


Backlog Gains Smaller in 1959 


Mid-1959 backlogs were 10% above year-ago levels, 
which compares with a rise of not quite 30% in the year 


Source: Tue ConFERENCE Boarp 


ending in mid-1955. Both nondurables and durables 
industries had bigger backlog gains in 1955 than in 
1959. However, the industrial pattern of backlog 
changes differed more in the two periods than did the | 
pattern of changes in new appropriations. The 1955 
changes were significantly higher than the 1959 changes 
in the following industries: iron and steel, nonferrous 
metals, paper, chemicals, and petroleum. 


Approvals at Same Level as 1955 


Further perspective may be gained by comparing the 
dollar volume of new appropriations and backlogs in the | 
first half of 1959 with that in the corresponding period | 
of 1955. New approvals thus far in 1959 are only 2% 
higher than in 1955. Durables approvals are slightly 
below the 1955 level, while approvals in nondurables are 
slightly greater. Iron and steel, electrical and nonelec- _ 
trical machinery, fabricated metals, food, chemicals, 
and the two miscellaneous groups have had higher ~ 
appropriations in 1959 than in 1955. The fact that iron 
and steel’s approvals were 11% higher in the first half of 
1959 than in 1955 is particularly worth noting, since the ~ 
steel industry accounted for the relatively greater rise in 
approvals in 1955 compared with 1959. Thus the fact of — 
its relatively smaller gain should not be allowed to over- 
shadow its large dollar volume of approvals. 

Differences in backlogs are even more striking. Mid- — 
1959 backlogs were 18% above the mid-1955 level. 
Durables were up 24% while nondurables were up 10%. 


‘Again, the steel industry is worthy of note: steel indus- — 


try backlogs are up 47% from 1955. This doubtless 
resulted from a carry-over of the heavy approvals of 
early 1958. 

The higher level of approvals and backlogs as com- | 
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pared with 1955 is largely owing to changes in the prices 
of capital goods. The Commerce Department implicit 
price deflator for plant and equipment purchases of 
manufacturers shows an increase of about 18% between 
1955 and 1958. On a price-adjusted basis, then, first- 
half-1959 approvals are well below 1955 levels, and mid- 
1959 backlogs were about equal to those of mid-1955. 
Similarly capital spending, which in current dollar 
terms was up one eighth from the first half of 1955, was 
down by about 5% in real dollar terms. 


vev 


The appropriations recovery paused in the second 
quarter of 1959. New approvals, on an adjusted basis, 
declined slightly, but were still well above year-ago 
levels. More promising signs were the broadening of the 
recovery to include almost all industries, and a continu- 
ation of backlog building. 

The steel industry, which sparked the first-quarter 
upsurge, dampened the recovery in the second quarter. 
After its huge appropriations of the first quarter, it was 
only to be expected that there might be some letdown 
immediately thereafter. 

The petroleum and chemical industries had their first 
significant appropriations increases in the second quar- 
ter. In the previous report, it had been noted that these 
important industries had been lagging behind the gen- 
eral recovery in approvals. Their support of the re- 
covery in the second quarter bodes well for future 
' trends in appropriations, since any capital goods up- 
swing that did not include them would be necessarily 
limited in magnitude. 

Capital spending continued to rise, on an adjusted 
basis, in the second quarter, although slightly below 
year-ago levels. Appropriations have risen thus far in 
the recovery far more than spending, foreshadowing 
continued increases in spending extending into 1960. 
Commitments have been above the year-ago rate for the 
past two quarters, pointing directly to further spending 
increases. 

A number of factors should continue to lend strength 
to the appropriation recovery in the future. Rising pro- 
duction of consumer and capital goods will take up 
more of the slack where excess capacity exists, and 
create capacity pressure where it does not exist. Mount- 
ing pressure from rising costs and foreign competition 
will provide an inducement to invest in cost-cutting 
modernization made possible by past expenditures on 
research and development. Expanding profits and rising 
depreciation allowances have and probably will: prove 
sufficient to finance much of this expenditure. 

The current emphasis on modernization contrasts 
with the capacity expansion in the earlier postwar 
capital goods spending booms. Outlays that do not aim 
at boosting productive capacity may continue to rise 
for a longer period and perhaps at a more moderate pace 
than was true in previous spending expansions. Once a 
capacity-increasing outlay is completed, frequently a 


SEPTEMBER, 1959 


413 


period of temporary excess capacity is created. This 
inhibits for a time further investment. The introduction 
of cost-cutting innovations and new products, however, 
may continue apace with steady technological progress 
and the pressures of competition and steadily rising 
costs. 

In the second half of 1959, the appropriations re- 
covery may again be heavily influenced by events in the 
steel industry. The steel strike in the third quarter will 
probably result, as did the strike in 1956, in sharply 
reduced approvals in that industry. However, if the 
recovery continues to broaden, increases in the appro- 
priations of other industries may more than offset the 
anticipated decline in steel appropriations. 


Morris CoHEen 

Martin R. GaInsBRUGH 
Assisted by 

HerMAN RoseEMAN 

Office of the Chief Economist 


Business Bookshelf 


The Atom and the Energy Revolution—The aim of this book is to 
present a broad and balanced introduction to the subject of 
nuclear power and the world’s energy resources and de- 
mands. By Norman Lansdell. Penguin Books, Great Britain, 
1958, 200 pages. $.65. 


Changing Problems and Lines of Attack—A discussion of prob- 
lems of government in metropolitan areas, how they de- 
veloped and what can be done to solve them. By Luther 
Gulick. Governmental Affairs Institute, Washington, D. C., 
1957, 80 pages. $.75. 


Marketing Research in the Petroleum Industry—A study of mar- 
keting research activities and organization in twenty-five 
petroleum companies. By Marketing Research Committee, 
Division of Marketing, American Petroleum Institute, New 
York, 1957, 176 pages. $2.75. (Limited supply available.) 


Management's Stake in Research—A description of what man- 
agement should expect of industrial research and how such 
research is budgeted, financed and organized. By Maurice 
Holland and contributors. Harper & Brothers, New York, 
1958, 143 pages. $3.50. 


Competition in Oil, The Gulf Coast Refinery Market 1925-50— 
A systematic study of the Gulf Coast refinery market for 
petroleum products; presents data on structure, conditions 
of entry, price behavior and other aspects of market per- 
formance. By Daniel C. Hamilton. Harvard University Press, 
Cambridge, 1958, 233 pages. $6.75. 


Linear Programming: Fundamentals and Applications—An intro- 
ductory explanation of the methods of linear programming 
as they may be used for solving problems in industry. 
Primary emphasis is upon the application of linear pro- 
gramming as a management tool, rather than upon under- 
lying mathematics and theory. By Robert O. Ferguson and 
Lauren F. Sargent. McGraw-Hill Book Company, New York, 
1958, 842 pages. $10.00. 


Planning New Products—A description of the ways in which the 
engineering, research and development units of the business 
firm can contribute effectively to the development of new 
products. By Philip Marvin. Penton Publishing Company, 
Cleveland, 1958, 102 pages. $3.00. 


Business Highlights: 


A LOOK AT 1960 


The remaining months of 1959 hold some of the answers for business in the coming year — 
particularly on questions involving automobiles, inventories, capital goods, the price level 


August seemed poised on the threshold of a new 

advance, after a two-month pause that was 
plainly and overwhelmingly attributable to the steel 
strike. In fact, through all the seasonal turbulence that 
normally besets the summer months, and through the 
special disturbances resulting from the sudden cessation 
of steel production this summer, a clear uptrend has 
been apparent in business conditions in July and 
August. A simple resumption of activity in steel in the 
near future, accompanied by no further advance in other 
industries, would put the Federal Reserve’s index of 
industrial production perhaps three points above its 
prestrike level, and about five points above its level in 
strike-ridden July. 


pete BUSINESS conditions at the close of 


When the Steel Strike Ends 


The strike has thus masked a further advance in the 
basic level of output in manufacturing. And it is evident, 
on the basis of employment figures, that moderate ad- 
vances have also been occurring outside manufacturing 
—in trade and services, and in government. If there is 
a return to production in steel in near-by weeks, it 
would then be a safe assumption that the annual rate of 
gross national product in the third quarter of the year 
will have risen slightly above its prestrike level (it 
rose by roughly $5 billion in the quarters including the 
1952 and 1956 strikes). And it would also be a safe 
assumption that national product in the fourth quarter 
would be materially higher than in the third quarter (it 
rose by $10 billion in the fourth quarters of 1952 and 
1956). . 

The steady quarter-to-quarter rise thus envisioned 
for 1959 will have brought the rate of national output 
from $457 billion in the fourth quarter of 1958 to per- 
haps very close to $500 billion in the fourth quarter of 
1959—an increase of nearly 10%. Of this increase, only a 
small proportion (about one fourth) will have repre- 
sented price change. The percentage increase in real 
product may thus be approximately equal to the 8% 
increase experienced from the fourth quarter of 1954 to 
the fourth quarter of 1955. It will fall short of the 13% 
increase experienced from late 1949 to late 1950 (when 


cyclical recovery was amplified by the onset of war in 
Korea). But it will considerably surpass all other year- 
end to year-end increases of the postwar period. 

These comparisons assume particular trends and pat- 
terns of behavior in general business conditions between 
now and the end of the year—trends and patterns which 
now broadly represent the consensus of analysts. There 


remains, of course, a possibility of slips between the — 


September cup and the December lip. If the steel strike 
were to continue beyond September, the slippage would 
become considerable, and the consensus would doubt- 
less undergo some modifications. But if the strike is 
settled reasonably promptly it seems to be extremely 
difficult for analysts looking at the last four months of 


1959 to come up with results very different from those ~ 


set forth here. There is nearly unanimous agreement on 
the composition of the $500-billion GNP envisaged for 
the end of the year. 


Business Spending and Inventory Demand 


e Relative to the second quarter, capital spending of 
the business sector, as measured by nonresidential con- 
struction and producer durables outlays combined, 


could well be as much as $4 billion higher, and perhaps | 


as much as $5 billion higher. The annual rate of outlays 


for machinery and equipment has recently been rising at 
$2 billion per quarter, and current levels of contract 


awards for industrial and commercial construction sug- 
gest that the stability of spending in this area may give 


way to at least a moderate increase in late 1959. The — 


recovery in capital appropriations of manufacturing 


companies, as measured by THE CONFERENCE Boarp’s | 


series, and the moderate advance of the Commerce 
Department’s anticipations series for plant and equip- 


ment, together with the sharp improvement of machin- : 


ery orders in the past several months, make a convincing 


case for a considerable (although not necessarily mete- | 


oric) increase in total spending for plant and equipment 


by the end of the year. 


¢ Inventory demand in the fourth quarter is likely to — 
be less than the record $10.4-billion rate of accumulation | 


experienced in the second quarter, but not substantially 
so. The inventory-sales ratio for the business sector as a 
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whole, as well as for virtually all of its parts, was at 
low levels at the start of the steel strike. (Total business 
inventories at midyear were fully $10 billion below the 
presumptive normal level suggested by the volume of 
sales and the average postwar relationship of inven- 
tories to sales.) The ratio, lower than at any time in the 
past nine years, is at a level that has been associated in 
the past with strong and sustained inventory rebuilding. 
(See chart.) 


Housing and Personal Consumption 


e Residential construction is likely to be about the 
same as in the second quarter, with the stability perhaps 
reflecting some decline in physical volume, offset by 
some rise in costs. 


¢ Personal consumption could well be materially 
higher. Services may be up as much as $3 billion, soft 
goods at least $3 billion, and durables perhaps $1 billion. 
The widely fluctuating behavior of automobile volume 
injects a major probable error into any estimate for con- 
sumer durables spending; however, this is not likely to 
be an important source of error in the total GNP 
estimate. Production is now firmly scheduled at about 
1.95 million assemblies in the fourth quarter. If demand 
were to fall short of the level implicit in the durables 
consumption forecast, the overflow of automotive out- 
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put would be reflected in a higher rate of inventory 
additions. 

Even fairly moderate assumptions about the behavior 
of individual sectors of the national product accounts 
seem to bring the total figure close to $495 billion for the 
fourth quarter. Assumptions about a possible accelera- 
tion of price increases, or about some further advance in 
government spending, would push the total estimate up 
a little higher. There are, accordingly, few analysts who 
would argue that the GNP will be any significant dis- 
tance from the $500-billion mark at the end of the year— 
again assuming a steel settlement by mid-September. 


Importance for 1960 


This conclusion has no great importance in business 
planning for late 1959. Most of the planning has already 
been done, and the views and assumptions on which the 
conclusion is based are so widely held as to have been 
fully discounted. This suggested level of GNP does, 
however, have an important bearing on the outlook for 
1960, the planning for which is just beginning. Does the 
rapid rise of output in 1959 suggest that prices for raw 
materials and capital goods may be rising significantly 
by late in the year, applying a speculative fillip to an 
already volatile expansion and leading to an intense 
speculative boom in 1960? Or does it presage a slowing 


The Inventory Sales Ratio: Lowest Since Early 1951 
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Total business inventories divided by total business sales, seasonally adjusted 


1953 1954 1955 1956 ISSieu 1958 {959 


Shaded areas represent periods of falling inventories; unshaded areas represent periods of ig inventories 


Sources: Department of Commerce; The Conference Board 
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Machinery Sales, Orders, and Backlogs Now and in the Last Recovery 


rs) 


Billions of dollars except where indicated; seasonally adjusted except backlogs 
Sources: Federal Reserve; Department of Commerce; The Conference Board 


of the rate of increase in 1960, an exhaustion of the 
major stimuli of the cycle by early 1960, and a plateau 
or even an onset of decline later in the year? 


Automobiles, Machinery and Prices 


The rapidity with which output has climbed to and 
beyond its previous peak in 1959 and the prospect for 
further substantial gains in the last four months of the 
year can be interpreted to indicate plateau and reces- 
sion in 1960 or a sharp further uptrend heavily de- 
pendent on anticipatory buying in the presence of a 
significantly rising price trend. Which of these hypoth- 
eses is likely to serve as the better description of 1960 


os 


seems to depend upon developments over the next 
several months in three areas of business statistics— 
automobile sales, capital goods orders, and the price 


level. The possible behavior of these series will not | 


greatly affect the gross national product at year end; but 
they may dominate the “quality” or “tone” of business 
at year end and may determine its course in 1960. 


The Array of Models 


Automobile sales volume in the fourth quarter will 
hardly be an effective influence on automobile assem- 
blies in that quarter; but they will certainly influence 
production schedules, and hence steel demand, for early 
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1960. Forecasting the American automobile market 
several months in advance is usually impossible, and 
this year it is a little more impossible than usual. In 
addition to a substantial number of complete restylings, 
there will evidently be at least five major new entrants 
into the automobile market (the three small cars, a 
prayerfully reoriented Edsel, and the Chrysler Dart). 
The new-model stimulus will thus be greater than in any 
year since 1955, and perhaps greater than in even that 
torrid automotive year. 


The Market for the Models 


This imposing array of new models will be driven 
straight at the American consumer at a time when per- 
sonal incomes, discretionary incomes, and employment 
will be at new records and (at least with respect to 
income) substantially above current levels. Automobile 
analysts see in this situation a hearty probability of a 
return to a 7-million sales rate (as compared with this 
year’s estimated 6.3 million), and it must be agreed that 
the possibilities exist. The level is well within the indus- 
try’s production capacity. Automobile dealers will evi- 
dently be holding a record inventory of about 1 million 
cars at the start of the year, which presumably makes 
them anxious to deal; and used-car prices, at least at 
present, are at record levels, a fact which plays favor- 
ably on the new-car market. The small car in particular 


- should make an attractive credit buy; that is, the 


monthly payment should be relatively modest if 36- 
month credit is extended on them. 


The Credit Cycle 


These considerations, cogent though they are, do not 
make a near certainty out of a 7-million sales figure for 
1960. There is, in fact, a fairly respectable nether side to 
the 1960 automobile outlook. At the end of July, deal- 
ers held close to 1 million 1959 models. Implicit in 
production forecasts for the rest of the year is a high 
sales rate in the remaining months of the year. High 
sales rates on the 1959 models in particular now imply 
extremely high rates of credit extension (the so-called 
“fall clean-up” depends heavily on price allowances and 
credit terms meant to attract the dollar-conscious buyer). 

In recent years, the percentage of all car sales in- 
volving credit extension has been sharply higher in 
August, September and October than in other months 
of the year. Thus, the 1959 clean-up, implying consider- 
able further additions to instalment debt, on top of the 
notable additions of the past six months, may bring the 
credit cycle to a more mature position than existed prior 
to the 1955 expansion of sales. It is therefore possible 
that the selling rate (seasonally adjusted) may climb 


sharply with the introduction of new models, and then . 


ease in the course of the model year. 
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Either view of the 1960 automobile market is com- 
patible with very high rates of automobile production 
late in 1959 and continuing into 1960. If the demands 
for labor and materials implicit in the automobile out- 
look are joined by sharply higher levels of demand in the 
capital goods industries, business in the crucial hard- 
goods sector of manufacturing early in the coming year 
should be extraordinarily good. And by all indications 
the short-term outlook for the machinery industries is as 
good as it is for automobiles. Here, too, there is a nether 
side to the range of possibilities. While machinery 
orders have recovered rapidly, the volume of shipments 
is rising just as fast, and machinery backlogs are little 
higher than they were a year ago. In fact, despite the 
surge in orders, the relationship of shipments to back- 
logs for the industry as a whole has continued to decline 
in 1959, whereas it was rising in late 1955 and 1956. 
This is, of course, a reflection of the substantial addi- 
tions to capacity that developed in the machinery 
industry in the course of its efforts to meet the swollen 
plant and equipment demands of 1955-1957.1 


Expansion Duration Crucial Question 


In capital goods, as in automobiles, questions about 
the outlook thus seem to bear more on the duration of 
the expansion in total demand than on its short-term 
direction, and it is on this point that the price outlook 
becomes critical. If a general upturn in prices should 
develop after the steel settlement, a secondary wave of 
buying induced by the price outlook could well amplify 
both capital goods demand and inventory demand. 
Under these conditions, the total business trend might 
well emerge into a range where the more frantic aspects 
of late 1955 might be restored, with rising markets and 
rising prices mutually stimulating each other in an 
atmosphere of general inflation. 

Such a development might, of course, add greatly to 
the duration of the uptrend, and perhaps stretch it all 
through 1960. If so, business might gradually reacquire 
the sensitive, over-ripe characteristics which it devel- 
oped by early 1957 and which now seem to be notably 
lacking. The possible behavior of prices over the next six 
months is thus one aspect of current differences of 
opinion as to the starting date of any coming recession, 
and the general price level is accordingly of more than 
usual interest from now to year end. 


ALBERT T. SOMMERS 
Division of Business Analysis 


1 The difference in the behavior of machinery backlogs now, as con- 
trasted with 1955, may also reflect a change in the mix of machinery 
orders away from very large, heavy equipment (on which the lead 
times are long) and toward smaller equipment (on which lead times 
are shorter). This, in turn, may be an aspect of a shift in the emphasis 
of capital goods buying from new capacity to modernization and cost 
reduction 
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Second-quarter Rise 
in Discretionary Income 


N THE second quarter of 1959 Tor CoNFERENCE 

Boarp’s series on discretionary income rose sharply 

to a seasonally adjusted annual rate of $119.7 billion. 

This was a rise of $5.1 billion in the quarter, about 
double the increase in the first quarter. 

Discretionary income has been more volatile than 
disposable income in both the downturn and upturn 
phases of the current business cycle. In the third quarter 
of 1957, at the beginning of the recession, disposable 
income rose slightly, while discretionary income de- 
clined slightly. During the course of the recession, dis- 
posable income fell only 0.5%, while discretionary in- 
come fell 5.5%. The 15% increase in discretionary income 
since its recession low is double the rate of gain posted 
by disposable income. However, in the second quarter of 
1959 both discretionary and disposable incomes were 
about the same amount (9% and 8%, respectively) 
above their prerecession level. 


The Factors 


The rapid expansion in discretionary income in the 
first half was a result of large gains in disposable income 
partly offset by a relatively large increase in major 
fixed commitments and moderate increases in imputed 
income and essential outlays. About two thirds of the 
$12.4-billion increase in disposable income since the 
fourth quarter of 1958 appeared as discretionary income 
(see table 1). 


Components of Nondiscretionary Income 
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Trends in Disposable and Discretionary Income 
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Major fixed commitments rose rapidly in the first 
half, owing largely to a sharp step-up in consumer in- 
stalment debt repayment; mortgage debt repayment 
also increased moderately as the volume of new home 
building held at a near-record rate. Imputed income 
rose only slightly in the first and second quarters, 
mainly as a result of the increase in imputed net rent of 
owner-occupied dwellings. Essential outlays registered a 
relatively small gain in each of the first and second 
quarters. Utilities and medical costs accounted for most 
of this increase; essential clothing costs rose slightly; 
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and essential food and transportation outlays were 
little changed. 
-Discretionary income in constant dollars has been 
rising at a somewhat slower rate than the current dollar 
series. The implicit price deflator for discretionary in- 
come rose about 2% in the past year. Discretionary 
income (in 1947-1949 dollars) amounted to $95.7 in the 
second quarter, compared with $90.2 in the final quarter 
of 1958 (see chart). The discretionary fund (discretion- 
ary income plus consumer instalment extensions) has 
increased faster than discretionary income in the first 
half of 1959. This was a result of an extremely rapid 
increase in consumer instalment debt extensions, which 
were running at an annual rate of $47.9 billion in the 
second quarter. This rate is almost $5 billion higher than 
in the fourth quarter of 1958 and almost $9 billion 
higher than in the second quarter of 1958. The increase 


Table 1: Disposable Income, Imputed Income, Major Fixed 
Commitments, Essential Outlays, and Discretionary Income, 
1955-1959, by Quarters 


Major Dis- 
Yearand Disposable Imputed Fixed Essential cretionary 
Quarter Income Income Commit- Outlays Income 
2 ments 
1955 I... 263.8 13.8 58.6 100.5 90.9 
i 8 ees 272.0 13.9 60.4 101.5 96.2 
Til... 277.7 14.3 62.3 102.8 98.3 
IV... 283.0 14.5 64.0 103.1 101.5 
1956 Ir.. 284.6 14.4 64.2 103.5 102.4 
IIr.. 291.1 14.7 66.3 105.5 104.6 
IIlr.. 295.2 15.2 67.6 107.9 104.4 
IVr.. 300.3 15.5 68.7 108.5 107.5 
1957 -Ir.. $02.5 15.7 69.6 109.1 108.1 
Tir: . 808.0 16.1 70.5 110.9 110.5 
Ilr... 311.5 16.6 72.5 113.5 109.0 
IVr.. 309.9 16.8 73.0 113.7 106.4 
1958 Ir.. $10.8 17.3 73.0 115.6 104.4 
IIr.. $12.9 17.5 73.5 117.6 104.5 
Ilr. . $20.4 17.8 74.3 118.3 110.0 
IVr.. 322.9 18.1 74.7 118.3 111.9 
1959 Ip. $27.4 18.1 76.1 118.6 114.6 
IIp. $35.3 18.4 77.8 119.4 119.7 
Billions of dollars, seasonally adjusted annual rates 
p Preliminary 
r Revised 


Sources: Department of Commerce; Federal Reserve; Institute of Life Insurance; 
Securities and Exchange Commission; Bureau of Labor Statistics; Department of 
Agriculture; Edison Electric Institute; Tas Conrnrencr Boarp 


Table 1A: Disposable Income, Imputed Income, Major Fixed 
Commitments, Essential Outlays, and Discretionary Income, 


1956-1958 
Major Dis- 
Year Disposable Imputed Fixed Essential cretionary 
Income Income Commit- Outlays Income 
ments 
1956r..... 292.9 15.0 66.7 106.4 104.9 
1957r..... 307.9 16.3 71.4 111.7 108.5 
1958r..... 316.5 a Wyiaes 73.8 117.5 107.5 
Billions of dollars 
r Revised 


Sources: See table 1 
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in the discretionary fund during the first half of 1959 
was about as large as the increase in total disposable 
income. 

Recent revision of the national accounts for the years 
1956-1959 by the Department of Commerce have re- 
sulted in raising the level of discretionary income, al- 
though the quarter-to-quarter trend has remained much 
the same. Disposable income has been increased $2.5 
billion for 1956, $2.7 billion for 1957, and $4.9 billion for 
1958; most of these increases appear as discretionary 
income. Discretionary income has been revised upwards 
by $2.5 billion, $2.9 billion and $4.2 billion, respectively, 
for the years 1956-1958. 


Differences in Relationship 


Comparisons of discretionary income, disposable in- 
come and consumer durable goods sales over the past 
two years indicate some important differences in the 


Table 2: Discretionary Income, Discretionary Fund, and 
Discretionary Income in Constant Dollars, 1955-1959, 
by Quarters 


Plus: Discretionary 
Consumer Equals: Income in 
Year and Discretionary Instalment Discretionary 1947-1949 
Quarter Income Debt Fund Dollars 
Extensions 
1955 I..... 90.9 37.0 127.9 79.0 
ieee 96.2 39.0 135.2 83.8 
Tiers 98.3 40.3 138.6 85.3 
TViadaae 101.5 39.9 141.4 87.4 
1956 Ir..... 102.4 39.7 142.1 88.7 
iE Pee 104.6 39.3 143.9 90.3 
UA a pea 104.4 39.9 144.3 89.4 
IVr..... 107.5 41.4 148.9 90.8 
1957 Ir.... 108.1 41.6 149.7 90.5 
Wr 110.5 42.2 152.7 91.8 
Ties 109.0 42.9 151.9 89.9 
DV tiyee.s 106.4 42.9 149.3 86.9 
1958 Ir..... 104.4 89.6 144.0 85.2 
18 recom 104.5 39.1 143.6 85.1 
18H ps aegis 110.0 40.3 150.3 89.1 
IVreee 111.9 43.1 155.0 90.2 
1959 Ip.... 114.6 45.5 160.1 92.1 
Liphi 119.7 47.9 167.6 95.7 
Billions of dollars, seasonally adjusted annual rates 
p Preliminary 
r Revised 


Sources: Federal Reserve; Tot Conrer=Nnce Boarp 


Table 2A: Discretionary Income, Discretionary Fund, and 
Discretionary Income in Constant Dollars, 1956-1959 


Plus: Discretionary 
Consumer Equals: Income in 
Year Discretionary Instalment Discretionary 1947-1949 
Income Debt Fund Dollars 
Extensions 
TO5CR oe cae s 104.9 40.1 144.9 90.0 
LOTT... stasis’ 108.5 42.4 150.9 89.7 
OSB aire cree s 107.5 40.5 148.0 87.3 
Billions of dollars 
r Revised 


Sources: See table 2 
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New Revision 


Tur CoNFERENCE Boarp’s series on discretionary 
income appearing in this article have been revised 
from 1956 to 1959 to adjust them to recent revisions 
in the Department of Commerce’s disposable income 
series, which has recently been revised. 


All the tables in Supplement No. 2 to Technical 
Paper Number Six are currently being revised for the 
years 1956-1959 and will be released as Supplement 
No. 8. Notification of the availability of the revised 
series will appear in Previews upon completion of the 
revision. 


relationship between consumer spending and the two 
measures of income. Discretionary income appears to 
have been more closely correlated than disposable in- 
come with changes in consumer durable goods sales in 
the 1957-1959 recession and recovery. Consumer dura- 
ble goods sales declined 9% from their 1957 average by 
the second quarter of 1958, compared with a 4% decline 
in discretionary income and a 2% increase in disposable 
income. 

Similarly, the increase in durable goods sales in the 
recovery has conformed more closely with changes in 
discretionary income than with the changes in the 
slower-moving disposable income series. Between the 
second quarter of 1958 and the second quarter of 1959, 
consumer durables sales rose 20%; discretionary income 
15% and disposable income 7%. 

The fairly close relationship that seems to exist be- 
tween consumer durable goods outlays and discretion- 
ary income can be traced in large part to parallel move- 
ments in automobile sales, and discretionary income 
lagged one quarter. Automobile sales started to weaken 
in the fourth quarter of 1958—one quarter following a 
downturn in discretionary income; they fell sharply in 
the first quarter of 1959 and reached their recession low 
in the third quarter of 1958 (one quarter after discre- 
tionary income reached its low point). The upturn in 
discretionary income in the third quarter was followed 
by an increase in sales of automobiles one quarter later. 
Both the magnitude and direction of car sales have thus 
conformed much more closely to discretionary income 
than to disposable income. During the first three quar- 
ters of 1958, when car sales were extremely poor, dis- 
posable income was rising quarter by quarter.—W. B.F. 


Business Forecasts 


H. C. Anderson, Atomic Power Equipment Department, 
General Electric Co., San Jose, California. Remarks made by 
Mr. Anderson before a fuel industry panel discussion at the 
National Coal Association, Washington, D. C.—“‘In the next 
ten years, cumulative sales of electric energy will total ap- 
proximately 10 trillion kilowatt hours, of which approximately 
70% to 75% will be generated in coal-burning plants, while the 


best estimates available show that approximately 144% to 1% 
might be generated by atomic power. The atomic fuel business 
does not present appreciable competition to the coal industry 
when viewed from short range. 

“Beginning in 1970, the picture is quite different from that 
which I have just outlined, at least as far as the percentage of 
atomic generation is concerned. Indications are that by about 
1975, nuclear power will begin to make an impression in the 
total domestic market for steam power generation. There will 
be installed and operating approximately 40 million kilowatts 
of nuclear power generation, amounting to roughly 10% of the 
total installed capacity at that time. 

“Other thermal generating facilities will amount to approxi- 
mately 300 million kilowatts, or 80% of the predicted total of 
375 million kilowatts installed. This 80% will be predomi- 
nantly coal-fired, since by that time it is expected that our gas 
and oil production will be used for applications—such as 
transportation—requiring the more convenient forms of fuel, 
and in the petrochemical industry. 

“The nuclear fuel industry will be, in a few years, in eco- 
nomic competition with the coal industry. Both industries 
will continue to be supported by one of the most consistently 
dynamic industries of our time—the electric utility industry. 
The coal industry, which today provides the fuel for approxi- 
mately 70% of the electric power generation, will supply ap- 
proximately 80% of that need, grown to about three times its 
present size, in 1975. The nuclear industry, which will provide 
only a minute portion of our domestic energy requirements in 
the next ten years, will contribute an estimated 10% of our 
requirements in the year 1975. 

“The interesting fact to note is that the coal fuel industry, 
in going from 70% of today’s requirements to 80% of 1975's 
requirements, will increase in size approximately four times. 
The atomic fuel industry during the same period will grow to 
be about forty times its present size, at least as measured by 
total installed kilowatts, but it still will be only about one 
eighth the size of the coal fuel industry. 


“A question asked frequently is, ‘When will atomic power 
become a major supplier of the electric energy requirements of 
our domestic economy’? The answer is, of course, when the 
point is reached where coal is seen to be in relatively short 
supply, and its costs have increased considerably above what 
we see today. This could happen sometime around the turn of 
the century. The economists associated with the coal industry 
are in the best position to answer this question. .. .” 


Trade Unions in a Market Economy 


“Professor B. C. Roberts, of the University of London, who is a 
recognized expert on labor relations, recently published a study, 
‘Trade Unionsina Free Society,’ in which he contended (a) that 
trade unions can flourish only in a market economy; (b) that 
unions should realistically avoid inflationary policies; (c) that 
unions should tolerate a level of unemployment (around 244%) 
which allows for a flexible and growing economy, in return for 
higher unemployment benefits; and (d) that the Joint National 
Production Advisory Council should play a greater role in labor- 
management relations.’—From United States Department of 
Labor, Labor Developments Abroad, August, 1959, p. 8. 

Professor Roberts’ article on “Experience in Combating 
Inflation Abroad” appeared in the July, 1959, issue of The 
Business Record. 


BUSINESS RECORD 


FARM 
PRODUCTS: 


KKK 


PROCESSED 
FOODS 


ceces 
Wotetetetete 
YA SEE 
ERR 


weereetens ALL ALL COM- 
COMMO.- MODITIES 

DITIES LESS FARM 

& FOODS 


Oe 


RO VOOOT 


€ 1958-1959 


-12.2 @ 1954-1955 


CHEMICALS 


eens 


1.6 

g 

Ym Di 
-O.1 FURNITURE . PULP & 

FUEL, & PAPER 

POWER, HOUSEHOLD 

LIGHTING DURABLES 


ZZ ZZ ZERO 


=0.2 PKS 


Matetetetet 


-1.0 


1954-1955 > 


o,%, J 
ZT 


TEXTILES, 
APPAREL METALLIC 


Wholesale Prices: Behavior in Two Recoveries 


Per cent change August, 1954, to November, 1955, 
and April, 1958 to July, 1959 


Source: Bureau of Labor Statistics 
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The “Finite Dimension” in Price Trends 


Although each increase in wage costs “is of finite dimension, the process can go on indefinitely” 


REEPING INFLATION has reversed an old 
adage so that it now reads: ““What has come down 
must go up.” The phenomenon of more than a 
year of price stability has leaned on the nearly continu- 
ous slide in food prices. After holding within the remark- 
ably small range of three tenths of an index point for 
twelve months, the consumer price index advanced nine 
tenths of a point in June and July as food prices shot up 
1.7 index points. The rise had, in fact, been expected in 
May and was interpreted as a delayed seasonal occur- 
rence without any especial significance for the trend in 
consumer prices as a whole. 

The reasonableness of this assertion is attested to by 
the fact that consumer food prices normally attain their 
annual peak in July and then recede, on the average, by 
about 2% by year end.! The key to inflation, however, 


1 A rough estimate of the percentage change in the food index from 
peak summer prices to prices at year end may be made by relating 
this change to that from the previous December to the peak. The 
equation reads: y=.25x—2.9 where x is the percentage change from 
December to the summer peak and y is the percentage change from 
the peak to the following December. The food index in July was 0.6% 
above that of the preceding December. If July is the peak, then food 
prices in the following December would be expected to be some 2.75% . 
lower, or 116.1. If, however, food prices rise to 120, the drop in the 
index would be 2.2% and the year-end index would be about 117.3 
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resides with the remaining price components. Their 
effect on the index can be gauged by the simple observa- 
tion that while the food index in July was some 2.3 
points below the 1958 level, the consumer price index 
was one point higher. Persistence of price trends varies 
among components and tends to be concentrated most 
in series with a large admixture of services. Thus 
medical care has advanced without perceptible hesita- 
tion through recovery and recession alike. On the other 
hand, the costs of personal care, reading and recreation 
have shown a recent tendency to pause during reces- 
sions, while rising under other conditions. 


WHOLESALE PRICES IN TWO RECOVERIES 


Thus far in the present recovery, wholesale prices 
have advanced at a markedly slower pace than they did 
in the recovery which began in the summer of 1954. The 
difference appears to be in the rate of capital spending 
and in the fact that there is now noticeable in many 
industries excess capacity, much of which originated in 
the earlier boom. A comparison of price developments in 
the various components of the wholesale price index 
during the first fourteen months of both periods reveals 
some similarities and several important differences. 
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In both periods the all-commodities index registered a 
small advance. While the indexes of farm products and 
processed foods declined, the index of commodities other 
than farm products and food increased. But the rates of 
change were steeper for both rising and falling indexes 
in the earlier period. The component indexes of the non- 
farm group show that, in the 1954 period, above- 
average increases were concentrated largely in groups 
associated with investment goods, construction and 
automobiles. 

In the present recovery, the largest price increases 
have been recorded for hides and leather. Lumber prices 
have also advanced more sharply than in the previous 
recovery; however, in the nonmetallic minerals group 
(which includes cement) the price advance, moderated 
by the existence of excess capacity, was below average. 
Increases in the prices of metals and machinery, al- 
though significantly less than the increases in 1954, were 
a shade above average, but so also was the increase in 
tobacco prices. 


TRENDS IN SPOT PRICES EXHIBITED 


Emerging patterns in spot commodity indexes may 
yield some clues of coming price trends. Considered a 
bellwether index by some authorities, it is included as 
one of the leading cyclical indicators by the National 
Bureau of Economic Research. Like the major indexes, 
spot prices have been characterized by contrary move- 
ments in food and nonfood components, resulting in 
comparative stability in the over-all index. From De- 
cember, 1958, through May, 1959, however, both com- 
ponent indexes have traced similar patterns, moving 
down together through February and then upward 
through May. In June and July, the food component 


receded, while the raw industrial index climbed in June — 


but was stable in July. 
Spot Prices in Two Recoveries 
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Source: Bureau of Labor Statistics 


If this July divergence is actually a resumption of 
contrary price movements, a period of relative price 
stability may be expected; if, on the other hand, it is a 
temporary pause in the more recent pattern, price move- 
ments might well assume some direction. The food com- 
ponent in recent months has varied largely with hog 
prices, which, as a consequence of abundant pig crops, 
may be subject to further downward pressure. In addi- 
tion, the presidential veto of a measure designed to 
raise support levels for wheat and the prospect of an- 
other bumper crop tip the balance against rising grain 
prices. 


Trends in Raw Industrial Index 


As to the raw industrial index, the outlook for steel 
scrap prices hinges largely on the length of the present 
steel strike. Before the strike there had been an im- 
provement in the demand for scrap metal. But a pro- 
longed strike would again place steel-consuming indus- 
tries in the position where they could—as in the first 
quarter—offer scrap to mills in competition with deal- 
ers. A short strike would leave the situation substan- 
tially in status quo ante. 

Of the three commodities with strong price trends 
during all or most of the first half, only wool gave no 
signs of slackening its pace, while both hides and rubber 
appeared to be leveling off. With the exception of tin, 
nonferrous metals, aside from temporary scarcity due to 
strikes, were in a state of oversupply. In view of these 
conditions, a rise in the raw industrials index does not 
seem to be forthcoming, and the prospect would rather 
appear to be, at most, a tapering off in this component. 
Such a situation, together with a strong likelihood that 
the slide in the food component is not yet over, points 
to further declines in spot prices. 


What the Trends Show 


The spot price index permits a measure of change in 
commodity prices only. As such, it can provide only a 
partial indication of trends in other series. Because labor 
costs play a vital (although variable) role in the various 
components of the wholesale price index, spot prices can 
suggest the course of material costs; but the basic trend 
in wholesale prices will be determined to a larger extent 
by labor costs. 


IMPACT OF STRIKE 


As in the past, the outcome of the steel strike is 
likely to have the double-pronged effect of setting the 
pattern for wage negotiations in other industries, thus 
lifting wage costs outside of steel, and—in so far as wage 
hikes are not absorbed—of raising the cost of materials 
for steel-consuming industries. While the settlement is 
in abeyance it is unlikely that other industries where 
labor contracts have run out will be the first to rush to 
the conference table. At this writing—in mid-August— 
a strike is spreading in the copper industry; and copper 
prices, which had been sliding through all of the second 
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quarter and July, have started to rise in anticipation of 
shortages to come. 

If steel does, in fact, tend to set the general pattern 
for labor negotiations, the stoppage in copper is not 
likely to be terminated before that of steel; thus a 
prolongation of the steel strike would tend to support 
expectations of a short copper supply. But this specula- 
tion could be easily reversed in the event that the steel 
strike is extended beyond the point of economic 
viability. 

This point has, of course, not yet been reached. Steel 
consumers are believed to have enough materials on 
hand to last anywhere from thirty to sixty days, and the 
pinch thus far has been felt only in isolated instances. 
Before the moment of crisis, the government (although 
reluctant to do so at present) might be forced to inter- 
cede, an eventuality which neither the companies nor 
the union desire. 

What this may mean for the prices of other goods can 
be illustrated by the close linkage of automobile and 
steel prices. On the basis of the average statistics from 
1947 through 1958, the transmission of a wage hike in 
steel to the wholesale price of automobiles might be in 
the ratio of approximately 8 to 7 to 3.5. That is, an 8% 
rise in hourly steel wages was accompanied by a 7% 
increase in steel prices, which in turn was accompanied 
by a 3.5% rise in automobile prices.1 These figures do 
not give explicit effect to the lateral or contagious influ- 
ences whereby the pattern of wage negotiations per- 
vades labor contracts in other industries, nor do they 
assess the feedback mechanism whereby higher costs 
permeate the entire industrial matrix. 


THE CREEPING TYPE 


Economists have of late distinguished between “‘cost- 
push” and “demand-pull” inflations, a distinction worth 
bearing in mind for the perspective it affords on the 
inflationary potentials of higher wages. In an economy 
characterized by growing productivity, wage hikes (im- 
portant ingredients in the “cost-push” types of infla- 
tion) can lift prices to a limited extent; the process 
involves the transmittal of the hikes as costs and the 
repetition of the transmittal by other industries through 
several rounds of feedback into the price structure. This 
makes for a creeping rather than a runaway inflation. 
But the tendency to lift wage costs in each succeeding 
round of wage negotiations adds a new layer to prices. 
Although each layer is of finite dimension, the process 
can go on indefinitely. 

Lzo B. SHoHAN 
Division of Consumer Economics 


1 Estimated on the basis of the following relationships derived from 
correlations for the period 1947 to 1958: 


for steel...... P=1.845 W-87, and 
for automobiles......A=38.86 L-21P-50, 


where P is the wholesale price index of iron and steel, W an index of 


hourly wage costs in blast furnaces, steel works and rolling mills, . 


A the wholesale price index of motor vehicles, and L an index of unit 
labor costs in motor vehicle production. For all indexes, 1947-49 = 100 
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Announcements of 
Mergers and Acquisitions 
May 11, 1959—June 10, 1959! 


Acquirer 
Description and Assets in Millions 


Acoustica Associates, Inc. ($2.0) 
Ultrasonic cleaning systems mfr. 


Adams Engineering Co. ($6.0) 
Aluminum jalousie doors, windows, 
thresholds and outdoor furniture, 
etc. mfr. 

Aerotec Industries, Inc. (z.a.) 

(Formed by merger of) 


Air Products, Inc. ($36.8) 
Industrial and medical gases and 
welding equipment mfr. 

Airtek Dynamics, Inc. ($1.8) 
Aircraft structural parts mfr, 


Alaska Packers Association ($15.4) 
(Sub. of California Packing Corp.) 
Salmon canneries operator 

Alliance Ware, Inc. 

(Sub. of American Metal Products 
Co.) ($35.1) 

Automotive and aircraft parts and 

storage racks mfr. 

Allis-Chalmers Mfg. Co. ($454.0) 
Power, industrial, agricultural and 
earthmoving machinery and equip- 
ment mfr, 

Ambassador Oil Corp. ($16.3) 

Oil and gas producer 


American Forest Products Corp. ($44.7) 
Excelsior, wood wool, burlaps, wrap- 
ping paper, gummed tape, etc. mfr. 

American Hospital Supply Corp. ($30.6) 
Hospital and laboratory supplies dis- 
tributor 

American Machine & Metals, Inc. 

($28.3) 
Measuring instruments, fractional 
horsepower motors and industrial 
machinery, etc., mfr. 

American-Marietta Co. ($226.3) 
Paints, resins, chemical and concrete 
products, etc., mfr. 


American Steel Foundries ($90.6) 
Railroad and industrial steel castings 
and fabricated parts mfr. 


Armour & Co. ($412.5) 
Meat packer, livestock slaughter, 
foods processor, etc. 


Art Metal Construction Co. ($29.9) 
Desks, filing cabinets and other metal 
office supplies mfr. 


Automation Instruments, Inc. (n.a.) 
Bellanca Corp. ($.6) 


Booth Fisheries Corp, ($15.4) 
Fresh and frozen fish and sea-foods 
producer and marketer 


__, Acquired Untt 
Description and Assets in Millions 


Universal Dynamics Corp. (n.a.) 
Piezoelectric ceramics for ultrasonic 
and sonar equipment mfr. 

Nu-Idea Furniture Co. (n.a.) 

Kitchen cabinets mfr. 


Aerotec Corp. (over $.1)* 
Dust collectors, gas scrubbers, air- 
craft valves, etc., mfr, 

Prat-Daniel Corp. (over $.1)* 
Air heaters, dust collectors, steel fan 
stacks, etc., mfr. 

Aerotherm Corp. (over $1.0)* 
Aircraft seating mfr. 

Thermix Corp. (over $.1)* 
Air heaters, dampers, dust collectors, 
aircraft seats, etc., mfr. 

Compressed Gases of Ohio, Inc. (n.a.) 
Low temperature equipment mfr, 


MEAS Welding & Engineering Co. 

n.d. 

Mest tanks and fuselage sections 
mfr. 


Ketchikan Packing Co. (n.a.) 


Crown Sanitary Pottery, Inc. (n.a.) 
Porcelain-on-steel plumbing ware and 
home sanitary fixtures mfr. 


Tractomotive Corp. (n.a.) 
Front end shovels, side-booms for 
pipe-laying and log loading equip- 
ment mfr. 

Gulf Coast Western Oil Co. 
(50% interest in forty-six producing 
on ere (Lea County, N. M.) of) 
n.a. 


A Cal Lumber Co. (n.a.) 


Mead Johnson & Co, 
(Parenteral Products div. of) (n.a.) 


Glaser-Steers Corp. (over $.5)* 
Record changers mfr. 


Marietta Concrete Corp. (over $1.0)* 
Concrete industrial storage bins, farm 
silos and construction components 
mfr, 

South Bend Lathe Works ($8.6) 

Metal working lathes, milling mae 
chines and drill presses, etc., mfr. 

Mississippi River Fuel Corp, 
(Ammonia mfg. plant of) (n.a.) 


Knoll Associates, Inc. (n.a.) 
Furniture and textiles mfr, 


Knoll International, Ltd. (n.a.) 
Furniture and textiles mfr. 

Knoll Textiles, Inc. (n.a.) 
Furniture and textiles mfr. 

Mid-Continent Mfg., Inc. (over $.5)* 
Electronic and _ electro-mechanica 
products mfr. 

General Development Corp. (over $.1)* 
Dirigibles, balloons and other lighter- 
than-air products mfr, 


Fabet Corp. (n.a.) 
Fish packer 


Surf Fisheries, Inc. (n.a.) 
Sunlight Fisheries, Inc. (n.a.) 


(Continued on page 449. Footnotes at end of listing) 


Monthly survey of business opinion and experience 


BUSINESS AND THE POLITICAL PROCESS 


employees, should take an active part in the 

political and governmental process, according to 
the majority of the 198 manufacturing companies par- 
ticipating in this month’s survey of business practices. 
However, the president of an instrument company ex- 
presses the feelings of a significant minority when he 
states: “I believe that the corporation as such cannot 
and should not take any position or active part in 
politics.” 

Actually, while the majority of the companies sur- 
veyed are in agreement on the principle of company 
participation in the political process, there is substantial 
disagreement as to the extent and nature of company 
participation, and the means to be employed. 


THE CASE FOR PARTICIPATION 


The reason most often given by respondents who 
favor company participation is that it is part of the 
“esponsibility of citizenship.” In the words of a paper 
company executive: “Citizens should take their respon- 
sibilities as citizens, and businesses are citizens, too.” 

A second reason cited is that the welfare of most com- 
panies is dependent to a considerable extent on the 
actions of federal, state, and local governments. Writes 
one president: 


Oe IES, acting through their executives and 


“Every company, through its executives and other em- 
ployees is, by its nature, an active part of the political and 
governmental process. The extent to which a company is 
involved at the various levels—federal, state, and local—is 
determined by the size of the organization, the scope of its 
activities, and the problems it may have with the govern- 
mental process. This involvement is inevitable. It is present 
in the payment and collection of taxes, in zoning regula- 
tions, in trade regulations or prohibitions determined by 
government. This involvement, necessarily by its nature, is 
also political. Governmental decisions and rulings are influ- 
enced or determined by political considerations.” 


A chemical concern notes that, “with taxes what they 
are, in major companies, the government is a 50% 
partner,” and “business management cannot afford to 
neglect the political and governmental factors affecting 
business.”’ An automotive company adds: “‘Unless we 
make politics an essential part of our business, we are 
going to find it increasingly difficult to do business at 
all.” 

In a similar vein, a foundry president says: “It is the 
responsibility of corporation executives to protect the 
interests of their stockholders, their employees, and 
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their customers (which interests are pretty generally the 
same), and, to the extent that this calls for political 
activity, they have a responsibility to participate.” 

A third reason cited in support of a more active role in 
the political process is that industry, unless it becomes 
active, will be at the mercy of legislative bodies con- 
trolled by aggressive minorities which lack sympathy or 
concern for the problems of industry. The president of a 
furniture company says: 


“Business executives and leaders should be very con- 
cerned that most of our legislators and public officeholders 
are either lawyers, professional politicians, or labor repre- 
sentatives. The business profession had better become ably 
represented in the committees and conference groups that 
make our laws. Otherwise we are destined to come out 
second best in many areas.” 


And the head of a hardware company points out that 
“the unions at the present time are spending large sums 
of money and unlimited time in trying to nominate, 
elect, and defeat candidates. Something must be done to 
ofiset their influence.” é 

The treasurer of a machinery company adds: 


“There is great activity on the part of various associa- 
tions to get businessmen and others to write to their con- 
gressmen, senators, committee members, etc., expressing 
objections to certain legislation. While an expression from 
various areas of the country may be helpful, it seems to me 
that the best activity on the part of businessmen and others 
is to use their influence to have elected officials who believe 
in the same principles that they believe in. 

“In other words, if the CIO is successful in electing a 
labor leader to the state legislature and through the efforts 
of businessmen and others they are not able to defeat that 
influence, then it does little good to write letters to that 
legislator attempting to get your views across as to how he 
should vote on legislation that affects labor.” 


Another reason cited for active business participation 
in the political process is that industry has a right to see 
that its tax payments are used wisely. “‘We feel,’’ says 
the vice-president of a paper company, “that this is a 
legitimate company and business purpose. If we con- 
tribute to government in the form of taxes as a com- 
pany, the company has a right and obligation to know 
what happens to that money and insist on a customer’s 
prerogative to expect the kind of supplier quality that 
we would expect from any industrial supplier. 

“Industry, in general,” he goes on to say, “‘has tended 
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to delegate this responsibility to associations and others 
to a very frightening degree. As a company, we would 
prefer not to duck this issue, and it is our intention to 
meet it head on. In the years ahead, any other course 
would be folly; it is our hope that this concept will be 
pervasive and become generally accepted as a regular 
function of the businesses which comprise our industrial 
community.” 


THE CASE AGAINST PARTICIPATION 


Some survey participants maintain, however, that 
business should stay clear of the political process. One 
reason given is that, strictly speaking, “a corporation, 
as such, really does not represent anything or any one.” 

Another common reason why management should 
avoid political activity is cited by a president who says: 
“We have many stockholders, and although I have not 
spoken with any of them concerning political affiliation, 
it would probably be accurate to suggest that their 
political views are many and varied. Any position taken 
by the company would probably be in conflict with that 
favored by some of our owners.” 

Another company president, who also cites the con- 
flicting views of stockholders as a reason for refraining 
from taking company positions, adds: “But we believe 
that the people who comprise the corporation have an 
obligation to participate as individuals.” 

A number of companies refrain from participation in 
the political process because they share the concern of 
the president who writes: “If business takes one position 
and labor another, we will eventually give the rest of the 
population a choice between a labor party and a busi- 
ness party. Each of these segments of our economy is 
sincere in its belief that it can contribute to a greater 
and fuller life for the American people. However, I do 
not believe that either is in a position to deliver, for 
most of their activities are self-centered, and more often 
than not do not cover the complete scope of the political 
field.” 

A further criticism leveled at participation on the part 
of business is fear that such efforts would be ineffective. 
As one executive puts it: “Unfortunately, many of the 
voters sincerely believe that what is good for Big Busi- 
ness is not good for them.” And others conjecture that 
businessmen may do more harm than good in the 
political arena, since politics is a field with which busi- 
nessmen are unacquainted. Notes a textile-mill presi- 
dent: : 

“There is every reason, in theory, to support active com- 
pany participation in politics at all levels. It has to be ad- 
mitted, however, that effective participation calls for con- 
siderable finesse, and for a kind of skill somewhat different 
from that commonly associated with business capacity. 
Company activity along these lines, therefore, should be 
conditioned by the realities of the particular situation and 
by the degree to which the responsible executives have the 
requisite qualifications.” 


But an aircraft executive expresses a More common 
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viewpoint when he writes that “it is recognized that 
politics is a specialty; but this specialty can and should 
be learned by each responsible citizen.” 

Some companies are hesitant to become active for fear 
they might appear to be coercing their employees. ““We 
do not believe,” writes the president of an industrial 
machinery firm, “that a company should dictate the 
activities of its executives and employees in political 
affairs, or use them as direct instrumentalities in achiev- 
ing political ends. It should avoid placing itself in a 
position where it can be accused of seeking its own 
financial gain through directing the political activities of 
its employees. However, it should encourage its people 
to take an intelligent and active part in political and 
governmental processes, to the extent that such activi- 
ties do not interfere with the execution of their jobs.” 

Similarly, the chairman of a rubber company states 
that “companies should not take an active part in the 
political and governmental process by acting through 
their executives and employees. Employees should not 
be expected to promote management views on political 
affairs as a part of their employment responsibility.” 
This company, however, does favor official appearances 
before legislative bodies and similar official actions when 
legislation “may affect to a significant degree the inter- 
ests of employees, customers or stockholders.” 


EXTENT OF ACTIVITY FAVORED 


The extent of participation advocated and practiced 
by companies that favor participation in the govern- 
mental and political process ranges all the way from 
maintenance of a legislative lobby to simply encourag- 
ing employees to get out and vote. Nearly all favor the 
latter course, and many also urge their employees to 
give financial support to the party of their choice. 
Only a minority, however, maintain government rela- 
tions staffs or retain special counsel for this purpose. 

The following statements illustrate the range of think- 
ing on the extent of company participation: 


“We believe that companies, acting through their execu- 
tives and employees, should take an active part to the 
fullest possible extent in the political and governmental 
process at federal, state and local levels. In our own com- 
pany we attempt to do this through several different 
channels: 


a. Directly through company employees whose full- 
time assignments are the field of governmental relations, 
and who are registered as legislative representatives of the 
company under the Federal Lobbying Act and similar 
state laws 

b. Through outside attorneys who are retained by us 
as registered legislative representatives in the states in 
which we do business 

c. Through organizations, such as trade associations 
and chambers of commerce, in whose group activities re- 
lating to political and governmental affairs our employees 
are encouraged to take part.” (oil company) 


* 2 &# 
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‘We do believe that companies, acting through their 
executives and employees, should take an active part in the 
political and governmental process to the extent of: 

a. Encouraging employees to stand for public office if 
they are so inclined 

b. Encouraging employees to take an active role in the 
functions of the party of their choice 

c. Furnishing employees with information which will 

help them to become better informed on major issues 

d. Conducting get-out-the-vote publicity in connection 
with all elections.” (chemical company) 
a a 


**A desirable level of activity would be as follows: 

a. Activity which will permit each employee to become 
informed concerning candidates and issues involved in 
each election 

b. Activity which encourages each employee to iden- 
tify himself with the party of his choice and to seek 
aggressively a post in the organization of this party— 
precinct committeeman or committeewoman, ward cap- 
tain, etc. 

c. Action designed to acquaint the employee with the 
relationship of his economic status to the economic status 
of his company 

d. Activity which will induce employees to consider 
issues involved in the course of legislative sessions in the 
light of the economic well-being of both themselves and 
their company 

e. Political participation extensive enough to lead the 
employee, after having made some effort to become in- 
formed concerning candidates and issues, to exercise his 
franchise in one of the few places where all men are, 
indeed, equal—in the casting of his ballot.” (aircraft 
company) 

* * & 

“Executives should take an active part, not as the cor- 
poration’s representatives, but as individual citizens, to the 
extent their time and abilities permit. In exceptional cases 
their participation might even be subsidized by the cor- 
poration.” (industrial machinery company) 


* + * 


“Companies should encourage executives and employees 
to take an active part in the political and governmental 
processes. Primarily, companies should encourage execu- 
tives and employees to keep abreast of political issues and 
to vote.” (industrial machinery company) 


A few companies report that they have “only taken 
an active part in the political and governmental process 
through civic and trade organizations.” As a matter of 
fact, several of the companies that do not favor direct 
participation in politics nevertheless agree that business 
should attempt to provide a favorable political or legis- 
lative environment through contributions to such non- 
profit organizations. Their reason is expressed by a food 
company president, who writes: ““The representatives of 
civic and trade organizations must respond to the 
wishes of the majority of the board of directors and will 
not reflect the partiality of a single chief executive 
officer, as is often the case in a company.” 


Local Activity Preferred 


Many companies favor limiting company participa- 
tion to state and local levels. One reason given for such 
restriction is that “it is best to learn the ropes where 
mistakes will be less costly.” Writes the president of a 
paper company: 


“T pinpoint ‘local levels,’ since such political activity may 
be a new experience for hundreds of companies and thou- 
sands of executives. Hence it would be better to participate 
at the local level than to get clobbered at the federal level. 
Also, the viewpoint of the businessman, too long cloaked in 
mystery, must be sold and cultivated on a gradual basis, for 
it will definitely take time to secure acceptance.” 


Other companies favor work at the local level because 
the individual company is likely to have more influence 
and a better understanding of the problems at this level. 
A third reason for favoring local activity, at least in 
addition to work at the federal level, is cited by an 
automotive concern: 


“A company with national business operations should not 
confine its interests to the federal government level. Much 
legislation and regulation imposing new limits and new costs 
on the management of the business originate at the state 
level. Local conditions in the communities where the com- 
pany has its facilities determine many factors affecting 
operations. Moreover, the company will find that every- 
thing that gets done in government involves politics. The 
strength of the company in the local communities where it 
operates will have much to do with the effectiveness of the 
company’s governmental relations even at the federal 
level.” 


Internal Activity Most Prevalent 


The greatest part of reported company activity is 
internal. It consists of company efforts to encourage 
employees’ activity in the political process, rather than 
official participation by the company. Encouragement 
of executives and other employees is prevalent, even 
among companies that do not favor “participation by 
the company.” Typical comments are: 


“Companies as such should not take an active part in the 
political and governmental process. However, they should 
encourage their executives and employees to participate in 
political parties of their own choice.” 


* * * 


“‘We have been rather active in the political field. Our 
procedure has been along two lines—first, to try to inform 
our employees on the workings of politics and government 
so they could do:a better job of voting; second, to ask 
volunteers to work with the party of their choice.” 


A “Long-term Venture” 


A few survey participants express doubts as to the 
permanence of current interest in the political process 
on the part of businessmen. One of these executives, who 
has been active in political affairs, writes: “It doesn’t 
seem to me that ‘crash’ programs of trying to insert 
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business philosophy into political organizations can be 
more than a flash in the pan which will collapse as soon 
as the top executive begins to lose interest. Personally, 
I doubt whether the top executive will maintain his 
interest unless he has previously believed in such 
activity.” 

Such pessimism, however, is voiced by a small 
minority of survey participants. Most companies seem 
to agree with the vice-president of a communications 
equipment manufacturer, who states: ““We look upon 
the whole area of political activity as a long-term ven- 
ture of this company. It is definitely not an ‘anti’ pro- 
gram aimed at the 1960 elections or any such specific 
objectives. It is, rather, a venture aimed at reinvigorat- 
ing public affairs, in the belief that the affairs of govern- 
ment today require the attention of each individual 
citizen.” 


“Compatible with Country's Interests” 


While most participating executives indicate that 
they are primarily interested in protecting their com- 
pany and industry from unwise governmental actions, 
there is also a strong sense of duty to be found in the 
replies received. One respondent writes that “although 
our political views are of course tied in with the welfare 
of our company, we do not believe that measures that 
are bad for the economy and the social structure of our 
country can be good for the company.” 

The consensus of opinion is that there is no conflict 
between company welfare and the welfare of the coun- 
try. A foundry president writes: “We think that Charlie 
Wilson was more nearly correct than he was given 
credit for when, as a general statement, he said, ‘What 
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is good for General Motors is good for the country’. 
ACTIVE PARTICIPATION BY TOP EXECUTIVES 


Respondents are almost unanimously in favor of the 
active participation of their top executives in the 
political process. The reason frequently advanced is that 
“there are Many areas in government where sound busi- 
ness thinking is critically needed for the well-being of 
our country.” An oil executive comments further: 

“We believe that individuals who have demonstrated 
their abilities by being selected as top executives are 
qualified to make major contributions in the political 
process. If large numbers of them will devote part of 
their energies to political activity, the integrity of 
political action and government will be improved.” 

However, as in the case of company participation, 
respondents disagree widely as to the extent to which 
top executive participation should be encouraged. This 
_ divergence is illustrated by the following quotations: 


“Top executives should be politically active to the extent 
of holding public office if called upon to serve.” 


* * * 


“Top executives should work with their local professional 
politicians and act as soldiers in the ranks in doing what jobs 
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they are fitted for. Such jobs include raising funds and call- 
ing on friends and acquaintances to get out the vote.” 
*x* * * 


“Top executives should take an active part in the political 
process by contacting political officeholders, especially 
members of the legislative bodies, in regard to legislation, 
using their influence for good legislation and using their 
influence against bad legislation.” 

x oe # 


“Top executives should contribute importantly to the 
finances of the party of their choice. They should work 
actively in the local political organization.” 

x oe # 


“Top executives should tend to their own business but 
make their views known to government agencies.” 


Some firms feel that participation in the political 
process is a part of a top executive’s job. In the words 
of a textile president: “Speaking out in favor of political 
and governmental activities which are in the interests of 
corporate entities should be a fundamental responsibil- 
ity of those who are in positions of trust in the business 
world.” 


Top Executives Can't Spare the Time 


However, most survey participants feel that “the 
demands normally made on the time of top executives 
by the business affairs of their companies usually make 
it impossible for such executives to play an effective 
political role. In most cases, they simply do not have the 
time.” This drawback appears to be particularly acute 
among the smaller companies surveyed, one of whom 
writes that “it is almost impossible for executives of 
small organizations to take sufficient time for effective 
political activity.” 

Due to this lack of available time on the part of top 
management, several companies prefer to have their 
middle and lower management personnel enter the 
political field. Such participation is viewed as a two-way 
street, for as a personnel vice-president puts it: ‘““‘We 
believe that participation in political and governmental 
affairs is a broadening process and that it can prove to 
be a part of the education of our top executives of 
tomorrow.” 

Another possible solution to this problem is presented 
by a food company executive who links it “to the in- 
creasingly important question of what to do with top 
executives who are at a point in life where they should 
begin to decrease their daily activities under business 
pressure and yet are too valuable to retire altogether. 
Where a company is large enough to financially support 
such an idea, political activity is one way in which a 
semiactive executive can contribute greatly to the wel- 
fare of his country and his company.” 


On Their Own Time, in Their Own Way 


Despite the widespread support for executive partici- 
pation in the political process, most political activity by 
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top executives is undertaken on the executive’s own 
time, and in accordance with his own wishes. Most 
respondents are in agreement with the machinery com- 
pany president who states that “as individuals, top 
executives should take any part, active or passive, 
which they may choose in the political process. Politics 
are a personal privilege and an individual should indulge 
in them according to individual likes or dislikes.” 

On the other hand, another group of participating 
executives agrees with the aircraft vice-president who 
maintains that “top executives, as individuals, should 
work from the basic philosophy that those things which 
materially affect the welfare of the company are prop- 
erly matters of concern to them. These individuals will, 
therefore, take action in the political field calculated to 
promote the welfare of the company.” 

Whether or not a top executive is expected to temper 
his political activities with company considerations, re- 
spondents point out that “it is well to remember that 
the public generally views a top executive as an official 
company representative rather than as an individual 
citizen. Thus there may be times when a top executive 
should not be involved in highly controversial and 
partisan issues of a nonbusiness nature.” 

The president of an industrial machinery company, 
however, counters with the following opinion: 

“Top executives have just as much responsibility to be 
active in politics as other management men and employees. 
What they do in politics must be governed by their own best 
judgment, and of course within the framework of the law. 
Executives should be active in the parties of their choice and 
serve in the capacities they deem best suited to their maxi- 
mum effectiveness. They should serve as individual citizens 
and not as official representatives of their companies. 


“Tt is a coincidence, and not a prerogative, when they 


happen to stand for the same policies and actions as others 
associated with their company. The fact that the public 
tends to identify the executive with the company with 
which he is associated is one of the chief deterrents to 
political action by executives. Another deterrent is the 
tendency of other company officials to think that he pre- 
sumes to represent the company in political matters. The 
executive should disregard both these false opinions and 
discharge his civic and political responsibility.” 

The great majority of this month’s survey partici- 
pants write that their top executives are quite active in 
local political parties, and in “semipolitical organiza- 
tions, such as school and zoning boards.” These posi- 
tions are held by top executives “‘both as the company 
representative and as an individual of some standing in 
the community.” 

However, survey companies do not generally favor 
their top executives taking on political responsibilities 
beyond the local level, since, as one president writes, 
“top executives are unable to allocate the necessary 
amount of time to be effective in the political arena 
without neglecting their company responsibilities.”’ But 
a few companies that encourage their top executives to 
become quite active in politics grant leaves of absence 


where necessary. The following statement from an 
automotive company typifies this viewpoint: 


“Tf an employee of ours wants to run for public office and 
can do so without jeopardizing his value to the company, we 
place no obstacles in his way. If the type of political office 
he seeks is such that it will require his full-time participa- 
tion, we would probably give him a leave of absence to run, 
with the stipulation that he would resign from the company ~ 
if he were elected. If it is a part-time political office, we make 
every effort to see that his political activity can be made 
compatible with his employment. This would, of course, 
apply to city commissions, boards, and other local part- 
time jobs.” 


EMPLOYEES’ PARTICIPATION 


Companies almost unanimously favor encouraging 
employees to take an active part in the political parties 
of their own choosing. “Employees with an aptitude for 
political activity,” says one company president, “should 
be encouraged to take part in constructive community 
activities which are so essential to our American way of © 
life. They should all belong to one of the political parties 
and support that party. Those who are qualified should 
be encouraged to take public office.” 

Most of the steps taken by cooperating companies to 
encourage employee participation in the political process 
are included in the following program outlined by an 
aircraft executive: . 


“We believe that companies should encourage executives 
and other employees to take an active part in the political | 
parties of their own choosing. This encouragement could 
logically take the following forms: 


a. Make known to all employees that the top execu- 
tives of the company favor active participation of em- 
ployees in the party of the employee’s choice 

b. Support projects designed to acquaint employees | 
with the need for their active participation in the political — 
field and with information relating to the make-up of 
political organizations, and how the employee goes about 
affiliating himself with the organization of his choice 

c. Support programs designed to encourage each em- ~ 
ployee to vote at every election and to encourage him to | 
prevail upon eligible members of his family and his 
friends to vote 

d. Make known to the employee group that the top 
executive group believes the two-party system is essential _ 
to good government, and that active participation in one 
of the parties is the thing sought without extolling the 
merits or lack thereof of a given political party.” : 


But a few companies side with the food executive who 
writes that “we cannot urge people to become active 
politically any more than we can urge that they affiliate 
with a church or join a country club.” 


Nonpartisan Encouragement 


Responding executives stress that any political en- 
couragement given to employees must be nonpartisan 
and the individual employee must be free to decide on 
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the extent of his participation. As one company 


comments: 


“Companies should urge their executives and employees 
to take an active part in politics—the extent of their par- 
ticipation to be determined individually. The more active 
their participation, the better informed they are likely to 
be. And the better informed they are, the more intelligent 
voters they’ll be—Democrat or Republican.” 


As a result, it is fairly common for responding com- 
panies to give full support to nonpartisan “register and 
vote” campaigns. At least one company has gone so far 
as to check the registration records and to authorize its 
department heads to make the following statement to 
nonregistered employees: 


“A man’s religion and his politics are his own business, 
and our management has no right to directly or indirectly 
try to dictate how a person votes or how he worships; but 
we do think that we have the responsibility of calling to 
your attention the fact that you are not registered as a 
voter, and therefore are unable to exercise one of your most 
important prerogatives as an American citizen, namely— 
the right to vote.” 


“Tt was 80% successful,” the company adds. 


Educational Programs 


A number of programs to encourage employee polit- 
ical participation are described by survey participants. 
The most frequently mentioned of these are courses 


“made available to employees in order “‘to provide train- 


ing in citizenship responsibility and practical politics.” 
Attendance at these courses is entirely voluntary. 
Executives report that courses of this character are 
available through local and national organizations and 
are usually run on the company’s premises. 

A few cooperators report that they have developed 
their own course. And the president of a machinery 
company writes: “We have engaged a professor of 
political economy to conduct one- or two-hour sessions 
at our plant. Participation is voluntary and the sessions 
are held on company time.” 

Most courses being offered are not concerned with 
specific political issues. One company describes a typical 
course as follows: 


“Our intent is to provide our employees with an educa- 
tional program of the ‘grass roots’ type which will give them 
a basic understanding of American government at the local, 
state, and national levels, with emphasis on the need for 
their participation with the party of their choice.” 


Time Off Allowed 


In addition to stimulating political interest through 
educational work, most survey participants are gener- 
ally willing ‘“‘to give employees time, if necessary, to 
carry through the programs they have volunteered for.” 
In fact, respondents are more apt to encourage middle 
management and rank-and-file employees to accept such 


responsibilities than top executives, since “‘top execu- 
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tives are already overburdened with a host of other 
duties and activities.” 

Time off is generally granted “‘subject to reasonable 
limitations.” For local jobs and appointments, an effort 
is often made to arrange work schedules so that the 
employee can perform his public duties. One executive 
writes that “if one of our employees were to be success- 
ful in being elected to the state legislature, we would 
probably so plan his work that he could take the neces- 
sary time off without loss of compensation.’ Another 
company “would grant an employee a leave of absence 
for his first term if he should be elected to public office.” 


Recognition of Public Service 


Another means of encouraging employees to take an 
active interest in the political process is described by one 
company as follows: 


“One important method of employee encouragement is a 
positive, highly-publicized statement from top management 
that political activity in the party of his choice is recognized 
as a cardinal duty of the individual citizen, and that all em- 
ployees are urged to contribute time and money to their 
parties. In order to emphasize the company’s approval, we 
see to it that employees elected to public office in their 
localities receive a personal letter of congratulations from 
the president of the company. We are also introducing a 
community award program in which employees recognize 
one of their number as having contributed most in civic and 
social leadership to the community during the year.” 


A Few Are Partisan 


While most companies try to remain nonpartisan in 
the encouragement of employees, a few recommend 
candidates to their employees and give reasons for their 
selection. Others publicize the voting records of legis- 
lators to their employees. 


Limits to Employee Participation 


While some companies have no objection to employ- 
ees assuming political responsibility, and some go as far 
as to grant leaves of absence, the majority frown on 
activities that interfere seriously with the employee’s 
normal duties. An executive of a communications equip- 
ment manufacturer echoes majority sentiment when he 
writes: 


“The emphasis in our program is on political activity at 
the local level, and the basic limit to the extent of such 
participation would be simply whether the individual is 
able to do his job with us. While we want to encourage such 
participation, we do not intend to subsidize any employee 
who may wish to run for full-time public office.” 


INFORMING EMPLOYEES ON POLITICAL ISSUES 


All but four of the 180 companies responding on this 
point feel that companies should keep their employees 
posted on proposed or pending legislation that will have 
an effect on the company or on business in general. As 
one company president puts it: 
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‘‘We see no reason why business firms should not post 
employees on the management’s attitude with respect to 
proposed or pending legislation. This should be done on a 
regular basis rather than be reserved for only the ‘crisis 
period’ when the possible enactment of unfavorable legisla- 
tion appears imminent.” 


A Civic Responsibility 


Presenting information to employees on legislative 
issues is not seen by respondents merely as a method for 
business to carry its own point of view to the public. 
Many consider such a program as part of the civic 
responsibility of business to improve government by 
helping to expand the base of politically informed 
citizens. One executive, for example, writes: “Freedom 
is real as long as government is in reality ‘with the con- 
sent of the governed.’ The ‘governed,’ therefore, needs 
to be both informed and active.” 

Another participant adds that “public understanding 
of governmental affairs is one of the major needs of our 
country and business should do its part in contributing 
to that understanding.” 


Issues Covered 


Of the respondents who feel that employees should 
be informed on legislative issues, practically all believe 
that any issue that might affect the company can appro- 
priately be brought to the attention of employees. Such 
an extensive coverage is rarely practiced, however, since 
‘there are far too many issues to explain each effectively 
and clearly.”” Therefore, a number of companies only 
“<nform employees of the effects on business of proposed 
legislation if the proposed legislation affects the em- 
ployees in a direct manner also.” Such a policy, report- 
ing executives state, not only cuts down the flood of in- 
formation, but serves to keep employees interested. 

A construction materials executive advocates inform- 
ing employees on only a limited number of issues because 
it is “better to save our ammunition for items of major 
importance with the thought that employees will be 
more likely to respond if we do not cry ‘wolf’ too often.” 

A few companies write that they inform employees 
not only on issues which may affect them as employees 
but also on those which affect them as individuals. Thus 
one company keeps its employees informed on ‘“‘those 
issues which directly affect the company and those 
which may only indirectly affect the company but are of 
importance to the community.” 


Should the Company's Position Be Presented? 


A few companies prefer to present all the facts on 
legislative issues to their employees without stating 
management’s position. “Companies,” says one re- 
spondent, “should inform employees in considerable de- 
tail on important legislation that may affect the busi- 
ness, citing both the pros and cons but leaving the final 
decision to the employee.” 

Another respondent, commenting on this point, adds: 
“Tt is also an excellent idea to put down in black and 


white how the senators, congressmen and state legis- 
lators in areas where employees live and work have 
voted on issues affecting the business. No comment isi 
necessary. This action has provided very satisfactory 
results.” 

The majority of survey companies, however, prefer to 
make the company’s position known to employees, con- 
sidering this activity one of the most important con-= 
tributions a company can make to the political process. 
Typically, an executive writes: | 

“While corporate political programs should not require: 
employee commitment to a particular economic or political! 
viewpoint, this does not mean that the company should 
inhibit the expression or explanation of its corporate posi-. 
tion on such matters. The company not only has the right, 
but actually a responsibility to its employees to delineate 
in what manner various legislative proposals or political or 
economic issues relate to the company’s operations and to: 
its business objectives. In fact, this is the best way to 
stimulate employee participation in politics. 

“Few business people become interested or active in 
politics for politics’ sake. It is only when they are made 
aware of how specific political issues affect their own inter- 
ests that they will take personal action. Each company 
should, therefore, make full use of all its communication 
facilities to present information on legislative proposals, to 
keep its employees informed of the progress of such legisla- 
tion, and to inform the employees of the action of their: 
representatives and congressmen in regard to such issues.” 


How Employees Are Reached 


The means employed by survey participants to keep 
their employees informed include bulletin board notices, 
articles in house organs, talks over plant public address 
systems, reading room material, and occasional letters 
to employees’ homes. One company has adopted the 
following procedures, which it has found quite effective: 


“On those occasions when our representatives have acted 
in what we consider to be an exemplary way, we write letters 
of recognition to our representatives and post copies of 
them on our bulletin boards, noting on the bottom of the — 
letter that the carbon is being posted. It is our feeling that 
this kind of a message puts our employees in close contact 
with our representatives and vice versa. We also make 
direct solicitation of cooperation from union leadership in 
matters which we feel are of mutual concern. The response 
of the union leaders at all levels, including state and na- 
tional, is a clear demonstration of the way in which manage- 
ment and labor can work together to provide a better 
business climate.” 


Discretion Is Necessary 


Executives report that caution is necessary in the 
reporting of political information to employees. The 
problem is posed by an instrument manufacturing con- 
cern, whose president writes: “I have found in the past 
that it has done little good to inform employees of the 
effect of proposed legislation on business. I have called 
items to their attention numerous times, but they seem 
to believe that employers are prejudiced.” 
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The president of a furniture company says, on the 
same point: “We have attempted in the past to inform 
our employees of the effects of proposed legislation on 
our company and our industry through our house 
organ but in one case it boomeranged on us, because 
labor has taken the position that anything that is good 
for a company is harmful to them.” 

A lumber executive pins down the cause when he 
states: ““We have seen too much information given out 
locally for or against pending legislation which was 
highly prejudicial in behalf of a selfish position. This 
causes distrust of the motives of management.” 

A similar view is held by an aircraft executive, who 
writes: “Companies should be careful to limit their 
presentation to a factual one which can be realistically 
supported. In the past, companies’ opposition to re- 
duced workweek, pensions, social security, and other 
legislation has worked against the company when the 
legislation went through, and the drastically unfavor- 
able results that the companies claimed would develop 
did not develop.” 

But most respondents believe that employees should 
be informed of the company’s position despite such 
obstacles, with the qualification that “‘the arrangement 
has to be most carefully worked out to avoid any ele- 
ment of partisanship.” One company that normally 
presents the company’s position on political issues to its 
employees feels that “there are times when the line of 

demarcation between what may be done properly and 
what may be under suspicion is so thin that we avoid 
approaching it altogether.” 


LEGAL ASPECTS OF COMPANY ACTIVITY 


Slightly more than a fourth of the companies co- 
operating in this month’s survey indicate that they 
have reviewed their activities with their legal counsel 
and seem satisfied that what they are doing is within the 
bounds of federal and state statutes and their corporate 
charters. Some companies cite legal hazards as the 
reason for lack of participation in the political process, 
but most express the view that so long as their activity 
is nonpartisan and not in support of or opposition to 
candidates for public office, there is little cause for 
concern. 

One group of companies made a careful study of legal 
ramifications; their findings indicate that the sphere of 
activity available to corporations is much larger than 
generally realized. It is the opinion of these counsel that 
many of the state laws inhibiting corporation participa- 
tion in the political process would not be upheld by the 
Supreme Court. 

They concur that gifts to candidates or their com- 
mittees and communications to the public in support of 
candidates are taboo. Assigning employees to help 
candidates and gifts or loans of company property to 
aid candidates are clearly against the laws of many 
states and may violate federal statutes. But state laws 
inhibiting support or opposition to measures or com- 
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munications to “insiders” (employees, stockholders, cus- 
tomers, etc.) concerning either measures or candidates 
are either clearly unconstitutional or likely to be so 
interpreted if a court test is made. Such activities do not 
violate federal laws. 

These attorneys point out, however, that until court 
tests are held, their views must be regarded only as the 
opinions of selected counsel. 

Despite the apparent latitude available, most com- 
panies seem to favor the avoidance of partisan activity. 
They prefer to encourage the interest of the most 
capable and talented people in both parties. And a few 
fear that over zealousness may cause an unfortunate 
rebound. 

“We are afraid,” the treasurer of a paper company 
writes, “that some of the programs may be so ambitious 
that they may backfire and be detrimental to the inter- 
ests of business. A successful criminal prosecution of a 
corporation for political contributions probably would 
be harmful to all business interests and result in damage 
to the general business climate. The extent that corpora- 
tion funds may be used for political purposes is most 
uncertain.” 


TREND TOWARD INCREASED ACTIVITY 


Many of the companies participating in this month’s 
survey state that, until recently, their policy has been 
“to stay out of politics,” but that “it is going to be 
necessary for companies to take a more active part in 
the political and governmental process.” 

‘Like so many other companies,” writes the president 
of a construction company, “we have not been taking an 
active part in politics and feel that because of this we 
now find ourselves subject to many detrimental regula- 
tions that could probably have been minimized or 
eliminated had business in general been more aggressive 
in governmental processes.” 

And a food company executive adds: “My own ob- 
servation is that business leaders get together at dinners 
and talk to one another; they contribute funds around 
election, and think this is their contribution.” 

The desire to correct this situation is widespread and 
is typified by the following comment: 


“We are strongly of the opinion that our company, and 
most others, have seriously neglected their responsibility for 
helping to present to employees, customers, stockholders, 
the general public, and the government, analyses of eco- 
nomic and political problems. We consider it extremely im- 
portant that business, individually and collectively, should 
give all segments of the population the benefit of its back- 
ground and experience.” 


In a similar view, the president of an industrial 
machinery company states: 


“Tt is essential that business participate to the best of its 
ability in the political and governmental process. These 
processes are now primarily under the influence of those who 


[Continued on page 437] 


A LONG VIEW OF PRICES 


for consumer prices to rise faster than those at the 
wholesale level. For the period from 1820 to 1958, 
wholesale prices advanced by 140%, whereas prices to 
the consumer, as measured by the index developed by 
the Bureau of Labor Statistics, rose 336%. (See chart.) 
While each series consists of several separately pre- 
pared indexes joined together, the two indexes, as con- 
stituted, may provide a fairly accurate profile of price 
history. If there were some way of devising one con- 
tinuous comprehensive index for each of the two indexes 
for the entire time span, it is possible that the distin- 
guishable divergence between the two indexes would be 
much reduced or would disappear. However, the diffi- 
culty of securing back wholesale and retail prices for so 
long a period dampens the probability of et ai one 
continuous price index. 


{ike has been an apparent long-run tendency 


Four Important Factors 


From the first appearance of the current long-term 
series! of consumer prices, the picture presented was 
accepted as a faithful representation. But a newly con- 
structed consumer price index that was presented at the 
Joint Economic Committee hearing on “Employment, 
Growth and Price Levels” necessitates a second look at 
the relative long-term movements of wholesale and re- 
tail prices. This discussion examines changes in several 
factors'in order to determine whether the dissimilarity 
of the movement of the two indexes is spurious. These 
factors are (1) the degree of processing of commodities 
entering the indexes; (2) the extent to which services 
were represented; (3) the role which distribution costs 
may have played; and (4) the timing of the linkage of 
the component indexes to form the long-term series. 

For example, evidence that consumer prices had 
actually risen relative to wholesale prices would be had 
if it were found that over time the introduction of more 
highly fabricated goods had been greater or if services 
and distribution costs had become more important in 
the consumer price index. On the other hand, discovery 
that the linkage of the several consumer price indexes 
had occurred near peaks of price movements would 
point toward a spurious element in the quality of the 
consumer index. 

Wholesale prices—for which data are available back 
to the beginning of the last century—had just com- 
pleted a sharp break from the highs of the War of 1812. 
They continued along a generally downward course, 
interspersed at times with violent upward thrusts such 
as that connected with the Civil War, that was not 
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reversed until 1897. For the most part thereafter, this | 
trend was upward. Consumer prices, except for the 
period until just after the Civil War, are depicted by the | 
current long-term series! as having been in an upward | 
tendency throughout the whole period. Both the peaks | 
and troughs of the wholesale index are reflected in the | 
retail index. But when prices at wholesale weakened, 
consumer prices tended to resist so that at each subse- | 
quent cycle both peaks and troughs of consumer prices | 
were relatively higher than were prices at wholesale. 


Relative Price Movements 


The relative long-term divergence of wholesale and | 
retail prices can be shown in several ways. For example, 
the computed straight-line trends in the first chart show | 
clearly that while both the indexes moved upward over | 
the past century and a half, the rate of the increase in | 
the consumer price index was considerably steeper. An- | 
other way of looking at the relative price movement is | 
to examine the ratio of consumer prices to wholesale — 
prices. Because of the similarity of the two series, varia- | 
tions in the ratio tend to be relatively moderate. The | 
chart also shows the tendency of consumer prices to — 
advance relative to wholesale prices from the mid 1830’s 
to 1897, and to move along a fluctuating plateau until 
the outbreak of the First World War. Following the 
postwar inflation, prices are seen to move along a higher 
plateau, with considerable short-term variation, but | 
little evidence of a long-term trend. 

Another way of looking at the inter-relations of retail 
and wholesale prices is charted on page 434, where con- 
sumer prices are plotted against wholesale. The tierlike 
arrangement of this scatter stands out clearly. The suc- | 
cessive layers are marked by the end of postwar periods, © 
with the rather curious exception that a new layer was — 
not formed following the Second World War, although 
there is some suggestion of a slight upward shift in 
consumer prices following the Korean conflict. The pat- - 
tern described is therefore not a smooth trend but 
rather a series of discrete jumps, since most of the shifts 
accounting for the relative inflation of consumer prices ~ 
occur between tiers and appear to be related to the © 
inflation of credit created during war periods. This has — 
not happened following the Second World War partly — 
because of the greater resistance to downward price 


‘movements that was built into the wholesale price — 


structure in the interwar years. 


1 All references herein to the “‘current long-term series” pertain to © 
the consumer price index as prepared by the Federal Reserve Bank of 
New York and the Bureau of Labor Statistics and to the wholesale — 
price index maintained by the latter ; 
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The existing long-term picture is altered if we con- 
sider a recently constructed consumer price index that 
was presented at the Joint Economic Committee hear- 
ing on “Employment, Growth and Price Levels.” (See 
third chart for this preliminary new index, which is 
discussed in some detail below.) Most obvious in the 
index is the similarity in movement of consumer prices 
relative to wholesale prices during the last forty years: 
no marked trend between the wholesale price index 
(BLS), this new consumer price index, and the relative 
upward movement of the retail price index is now ap- 
parent. This new consumer price series thus casts some 
doubt as to the existence of a long-term trend. 

Although the wholesale and consumer price indexes 
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summarize different types of price information, over the 
short run a change in the wholesale price index tends to 
effect a similar movement on the retail level. If the 
relatively faster movement of the consumer price index 
is real, there should be good economic reasons behind it. 
The discrete jumps, primarily in the consumer index, 
which are presented by the long-term series now used 
and which occur after wars, imply that consumer prices 
can be more easily inflated than prices on the wholesale 
level. To some extent this may be true. If there has been 
a credit inflation, prices that are determined domes- 
tically will tend to outrun prices that are to some extent 
based on developments in the international market. 
More emphasis, however, should be given to other 


The Relative Movement of Wholesale and Consumer Prices 
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possible reasons behind price 
movement; namely, the sta- 1 
tistical or technical struc- 
ture of the indexes and 
changes in the patterns of 
consumption and distribu- 
tion. 


Of Varying Structure 0.9 


Discussion of the various 
elements entering the mix- 
ture of indexes used to pre- 
pare the long-term series 
may throw light on real and 
apparent movements of the 
two price series. The Bureau 
of Labor Statistics indexes 
for prices at the wholesale 
and consumer level were 
started in 1890 and 1913, 
respectively. But materials 
from other sources have oe 
made it possible to extend 
the wholesale index back to 
1800, and for consumer 0.4 
prices back to 1820. To form 
the continuous series for 
consumer prices, no fewer ou 
than six separate indexes ee, 
were linked together to coin- 
cide with the BLS series. 
This price series has always 
been weighted so as to reflect 
the proportions of working-class and, more recently, 
white-collar-worker expenditures, but all prices used up 
to 1860 were those gathered for the wholesale price 
index. Because of this fact it might be asked why the 
two indexes did not have movements identical in timing 
and amplitude. However, the number and type of articles 
included in the retail index fell short of those composing 
the wholesale price index and may have made the con- 
sumer price index more volatile than the wholesale from 
1820 to 1860. 


Index Weighting 


9° 
© 


CONSUMER PRICE INDEX 
9 


° 
® 


With each change in the consumer price index, the 
weights were usually changed. The wholesale price 
index, on the other hand, was not weighted until 1914. 
Nevertheless, the movements between the two indexes 
seemed to be unaffected by a change of weights. This 
can be seen in the period from 1860 to 1896 when the 
relationship between the indexes diverged most notice- 
ably. During this time, three separate consumer price 
indexes were joined together, while two wholesale series 
were used. From 1896 to 1914 the absence of wholesale 
weights did not influence the net trend. And there was 
no trend in the period following the First World War 
when both indexes were weighted. It would therefore 


Consumer Prices vs. Wholesale Prices, 1820-1958 


0.7 0.8 0.9 1.0 
WHOLESALE PRICE INDEX | 
ndex numbers (1947-1949 = 100) are shown here in logarithms ! 
Sources: Bureau of Labor Statistics; Federal Reserve Bank (New York); The Conference Board | 


appear that whether the indexes were weighted was not | 
a factor in determining the net trend between the two | 
price series. 


Linking Indexes; Their Composition 


Since one source for a price index was not sufficient — 
to produce one continuous price series, several indexes, — 
as has been said, were linked together. The linking - 
procedures actually used by the Bureau of Labor Sta- 
tistics and the Federal Reserve Bank of New York are © 
not readily available. One of the usual methods as de- 
scribed by the BLS is “‘to average the indexes on the - 
original base periods for each of the two index series to 
be linked for the same year or average years, and then 
obtain a ratio between the two figures. This ratio is - 
then used as the conversion factor.” There were far 
fewer linking points necessary in the wholesale price 
index than in the consumer index. Interestingly, most 
consumer price series were joined at points where prices 


were low. Had the linkages occurred at high points it 


might be expected that the whole level of consumer — 
prices had been raised owing to the lesser volatility of 
consumer prices in the BLS series. It is evident, then, 
that the method of linking did not inflate the consumer 
price index. 
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A more influential factor in the trend of retail prices 
is the changing composition of the individual price com- 
 pilations. Since their inception, both the wholesale and 
- consumer price indexes have leaned rather heavily on 
food items. Farm products included in the wholesale 
_ index have, however, far outnumbered those in the re- 
tail index. On the other hand, the food items in the 
consumer price index have usually undergone some 
_ degree of processing. This difference in the stage of 
processing of goods is present in most of the groups of 
items which comprise the index. Therefore, the rate of 
introduction in the indexes of processed goods and, in 
the case of the consumer price index, of services, might 
have influenced the upward growth of the price indexes. 


Raw vs. Processed Goods 


An attempt was made, in classifying the index items 
by stage of processing, to bring the older series in line 
with current classifications, and at the same time to 
bear in mind the function of the commodities and their 
relative degree of fabrication in each chronological set- 
ting. Since the classifications and resultant percentages 
contain a considerable measure of personal judgment, 
the figures in table 1 should be considered only as an 
estimate and not as precise data. What the table does 
show is the proportion of raw (and slightly processed 
goods) and finished goods to the total number of goods 
covered in each index. Percentages prior to 1935 were 
obtained by simply counting the number of items; for 
the periods 1935 and December, 1954, percentages 
represent the total of weights accorded to the raw and 
the manufactured items in each index. 

The ratio of processed to raw goods in the wholesale 


Two Relationships of Consumer Prices to Wholesale Prices 
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and consumer price indexes was about three to two 
through 1840. As functions of the home were taken over 
by the retail establishment, items which became sub- 
jected to high degrees of fabrication were injected into 
the index. By 1860, the number of total items in both 
indexes had almost tripled. The number of processed 
goods in the wholesale price index was almost four times 
higher than in 1820 and accounted for about 82% of its 
total items from 1860 to 1889. The proportion of raw 
items in the retail price index was also steadily decreas- 
ing during this period, while highly fabricated goods 
rose in number to account for about 74% of the index 
weight. 

In the period following the Civil War it appears that 
the implicit weighting of items may have been influen- 
tial on movements of the wholesale index. Although it 
was not weighted at this time, index formulators be- 
heved that the important items would appear several 
times in different forms (i.e., wheat, flour, bread) and 
would, in effect, tend to weight themselves. This system 
of self-weighting seems to have had its flaws. For ex- 
ample, twenty-five varieties of pocket knives included 
in the wholesale price index in the period from 1860 to 
1889 accounted for almost one ninth of the index. The 
estimate of processed goods in the consumer price index 
was also affected by this kind of weighting system. 

With few exceptions, each revision of the two price 
indexes further established the predominance of manu- 
factured goods in the type of articles covered. The pro- 
portion of fabricated to raw commodities has been ex- 
panded to about four fifths of the weight of the whole- 
sale price index, and manufactured goods together with 
services account for nine tenths of the weight of the 
consumer price index. The 
number of raw items in the 
wholesale index is more than 
half the number priced on 
the retail level. One of the 
big differences, then, in the 
composition of the two in- 
dexes is that the wholesale 
price index is composed of 
goods in various stages of 
production while the retail 
index predominantly covers 
finished goods. 

If the count of processed 
goods had revealed signifi- 
cantly different percentages, 
the divergence in the price 
trends might be attributed 
to this difference. However, 
there was a roughly parallel 
increase in the importance 
of processed items in both 
indexes, even after allowance 
is made for multiple count- 
ing. It is still possible that 
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consumer goods were more fully processed than the 
goods in the wholesale price index, but this is not directly 
observable. The count of processed goods alone does not 
explain the dissimilar trends of the two price indexes. 


Influence of Services 


One of the distinguishable features of the consumer 
price index as presently constructed is its inclusion of 
services. At present, services account for one third of the 
weight in the index. But this was not always the case. 
In fact, at a time when the share of services in the flow 
of goods to the consumer was on the upgrade, the cover- 
age of services in the various consumer price indexes was 
almost negligible. (See table 2.) 

The only. service item present in the index before 1919 
was rent, which had been included since 1860 (except for 
the years 1880 to 1890). Although actual quotations for 


Table 1: Estimated Proportion of Raw and Processed Goods 
in Wholesale and Consumer Price Indexes from 1801 


Per Cent of 
Processed Goods! 


Total Number 
of Goods in Index 


WPI CPI WPI CPI 
T8018 2580 Sek nea 79 U7 58 65 
S20 Salam erate 63 17 59 65 
1840-1859 258). Snes 85 42 78 71 
1860-18808 sia. heen 223 53 82 74 
1890-1913 oe ee see tes « 252 94 78 80 
LOSSNS, Se Mee 784 198 74 88 
LOSS re tak ane 1,900 300 81 92 


1 Includes services in consumer price index 
2 Consumer price index period 1820-1840 
3 Consumer price index period 1860-1879; 1880-1889 based on ten food items only 
4 Proportion represented by sum of weights of processed goods 
Source: Tan ConrERENCE Boarp 


Table 2: Share of Services in the Flow of Goods 
to Consumers, 1869-1957 


Commodities Services 
1869-1888 seis Selsiyeiees 73.1% 26.9% 
1889=1908 «oes, ah dre coe 69.6 30.4 
L90G= TOUS eu nciee at 66.7 $3.3 
TOTO-LOSS ete te ee 63.7 86.1 
NOAG ee & Scrbh litte SO 68.5 31.5 
EE RS Rk ee ee 68.1 31.9 
LOOT ee oo oe eee 65.6 34.4 
LOOT he emReeav an ae 62.6 37.4 


® Sources: For 1869-1938—Simon Kuznets, “‘National Product Since 1869,” National 
Bureau of Economic Research, 1946, p. 79. For 1946-1957—Department of Com- 
merce-U. §. Income and Output, Nov. 1958 


rent were unavailable prior to 1860, they were given a — 
weight in the total index and held constant. But this — 
tended to depress the movement of the over-all index, © 
since the nature of changes in rent is generally upward— ~ 
at an extremely gradual pace, to judge from an index in | 
which rent is included. 

By the time that services were represented in the 
index, the net apparent movements of retail and whole- || 
sale prices were largely a matter of history. Each re- | 
vision of the index since 1919 has resulted in increased — 
coverage of service items. In 1935, the services connected 
with passenger cars, such as automobile repairs, insur- 
ance and registration, as well as bus and railroad fares, 
were included. In 1953, home upkeep items were intro- 
duced into the index, giving service items still additional ~ 
weight in the consumer price index. Had services other 
than rent been included in the index prior to the 1900’s, 
it is possible that the over-all picture of consumer prices 
might have been altered. But even though services 
(which climb steadily, although slowly) were omitted, 
the consumer price index still rose. . 

Services were represented in the preliminary indexes 
prepared by Dr. George R. Taylor of Amherst College 
and Mrs. Ethel D. Hoover of the Bureau of Labor Sta- 
tistics for their appearance before the Joint Economic 
Committee. Services—items such as shoe repair and | 
medical care—were included from the start in the index. | 
However, since there is no breakdown of this index 
which would indicate the relationship of services to 
commodities, it can only be assumed that services were — 
important in raising the level of this consumer price _ 
index to the wholesale index throughout the whole period. | 

In addition to services, there are other important 
differences between the two consumer price indexes. For 
instance, preliminary reports on the new index show 
that there are differences in the weighting of the groups — 
that comprise this new index. This seems to result from 
the application, back to 1800, of consumer expenditures 
to retail prices as against the earlier practice of relating 
them to wholesale prices. Much of the data used for the 
indexes of Mrs. Hoover and Dr. Taylor are, from 1851 — 
on, variations and additions to the data used by the | 
Federal Reserve Bank of New York. However, for the © 
period from 1800 to 1851 the index represented retail 


Table 3: Measures of Relative Distribution Cost, 1869-1948 


Per cent of retail value 


1869 1879 1889 
All commodities retailed2: 
Value added by: 
Wholesalers? C2077 Breen, 0 es 9.5 9.6 
Retailers ir hiylae ts ceed Sone ee 23.2 Q4.1 
Distribution total, <. ) 9:3 .ckneeal. een 32.7 33.7 
Value added, prior stages................ 67.3 66.3 


100.0 100.0 100.0 


1899 1909 =» 1919 19291 19291 1939 1948 

9.2 8.9 8.5 8.1 8.0 7.6 LBC 
26.2 27.6 28.0 28.9 28.6 29.7 29.7 
35.4 36.5 36.5 37.0 36.6 37.3 37.4 


64.6 63.5 63.5 63.0 63.4 62.7 62.6 
100.0 100.0 100.0 100.0 100.0 100.0 100.0 


1 Although the same margin data are used before and after 1929, the two estimates vary because commodity-output weights are used in one case and volume of sales in the 


other 


2 Consumables, also office furniture, business vehicles, tools, farm equipment, and construction materials sold through retail stores. Also includes bars and restaurants 
Source: Harold Barger, “Distribution’s Place in the American Economy Since 1869,” pp. 57, 60 
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prices of commodities and services purchased by Ver- 
mont farmers for family living. 

Again, it appears that much of the difference in the 
relationship of the two consumer price indexes to the 
wholesale price index occurs between 1800 and 1851. 
Just how much of this can be attributed to the use of an 
index for one state to represent the price movement in 
the United States cannot be determined. The method of 
“blowing up” to national proportions the data per- 
taining to one area may develop its own flaws. And to 
make an adequate index for the period in question based 
on national retail data would seem to be almost impos- 
sible. 

In any case, the combination of the unique features of 
this new consumer price index results in a series that 
eliminates the upward trend of consumer prices prior to 
1900 and also the net trend between the wholesale and 
consumer price indexes. 


Getting Goods to Consumer 


Still another influence in the price movement might 
be the difference in distribution costs that enter into the 
price of a commodity as it passes from the primary 
market to the retailer and then to the consumer. If 
distribution costs are passed on to the consumer by way 
of an increased percentage markup (necessary, for ex- 
ample, to meet advancing wages or higher freight costs) 
on wholesale prices, any change on the wholesale level 
will have an effect on the retail price. Table 3 shows a 
rather sharp rise in the retail margin and a slight decline 
in the wholesale margin. Although the combined whole- 
sale and retail margins increased about 14% from 1869 
to 1949, the value added by wholesalers had declined 
19% during a period when retailers had increased mar- 
gins about 28%. 

[It should be noted that wholesale in this connection is 
not identical with wholesale as used in the wholesale 
price index. In the latter, “wholesale”’ refers to primary 
markets or those in which the first major commercial 
transaction occurs. The data on wholesale margins refers 
to regular (independent) wholesalers.] 

These measures of distribution costs were obtained by 
averaging margins with the value of the goods passing 
through each channel as weights.! By and large, whole- 
sale margins are smaller and somewhat less flexible than 
retail margins. 

Many of the increases in retail margins were in effect 
by the early 1900’s. However, items on which the 
Margin was increasing during the 1800’s were not sub- 
stantially represented in the index at that time. By the 
time that items such as drugs and automobile acces- 
sories were added to the index the growth rate of the 
consumer price index had subsided as had the increase in 
retail margins. 


To summarize, linkage is not the key to explaining 
the divergence between the wholesale and consumer 


SEPTEMBER, 1959 


437 


price indexes, since the various component indexes were 
joined at low points, thus eliminating any technical 
inflation of each new series and of the over-all picture. 

The cost of getting goods to the consumer seems rela- 
tively uninfluential since items with high and rising 
retail margins were not included in the index at a time 
when they might have contributed to the apparent 
differences in price trends. 

On the other hand, had the data on consumer goods 
for the 1800’s been more specific, the degree of fabrica- 
tion of the items in the indexes might have explained 
the movement of the two series. 

Also, had services been included in the earlier series, 
the price rise in the consumer index might have been 
more gradual. 

For the most part, however, the goods and services on 
which these four factors could have had an effect were 
not in the index during the time that the indexes 
diverged. 

In view of the behavior of the preliminary consumer 
price index of Mrs. Hoover and Dr. Taylor, it is possible 
that part of the explanation for variations in the long- 
term price trend between the BLS wholesale and con- 
sumer price indexes lies in the fact that wholesale prices 
were used in the earlier period (1820 to 1860) as a meas- 
ure of changes in retail prices. But we need more detail 
in a form precisely designed to throw light upon the dis- 
similar movements of the two indexes. More data, par- 
ticularly prior to 1860, may yet be provided. Certainly, 
a final answer to the question cannot be given without 
the development of more adequate data. 


Leona L. GoopMAN 
Division of Consumer Economics 


1 Harold Barger, “‘Distribution’s Place in the American Economy 
Since 1869,” Princeton University Press, 1955 


The Political Process 
[Continued from page 43]] 


have self-interest at heart and do not take the long look at 
what is good for the country as a whole. Businessmen, who 
certainly are not above selfish interest, are nevertheless the 
most capable in realizing the value of the sound dollar, 
writing a budget and staying within it, and in general 
realizing the factors which have made this country as great 
as it is and the factors that are now tearing it down. Busi- 
nessmen who keep to their selfish interests and dodge taking 
a stand are doing a disservice to their country.” 


Finally, a textile president adds a note of caution: 


“Companies and businessmen should take their part in 
politics; but they should do so with the realization that they 
are moving into a different sphere, and must conduct them- 
selves accordingly.” 

SorreLt M. Matues 
G. CLarK THOMPSON 
Division of Business Practices 


Consumer Buying Plans: 


BRIGHT MARKET PROSPECTS 


S PERSONAL income and employment rose this 
spring and summer, consumer confidence grew 
apace. Optimism became the order of the day and 

consumer buying plans blossomed. Plans to purchase 
new automobiles and nearly all appliances were well 
above the levels of last year. There were also more inten- 
tions of buying furniture and floor coverings, making 
home improvements, and taking a vacation away from 
home. Only plans for house purchasing failed to advance 
over last year, but such plans, like housing starts, were 
already quite high last summer. In short, consumer 
spending, as foreshadowed by these buying plans, should 
continue to sustain the economic expansion of 1959. 

In broad outline, these are the conclusions of this 
fourth report on consumer buying plans, based on the 
continuing survey conducted by THe CoNFERENCE 
Boarp under the financial sponsorship of Newsweek. 
Interviewing for the survey is conducted by Sindlinger 
and Company. 


Survey Milestone 


This report marks a milestone in the history of the 
survey. For the first time, it is possible to make year- 
to-year comparisons for all the buying plans under 
consideration. Such a comparison is extremely impor- 
tant because retail purchases, and hence buying plans, 
follow seasonal patterns, influenced by weather, custom, 
and merchandising methods. For example, the sale of air 
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conditioners and refrigerators tends to be concentrated 
in the early summer. Inevitably, there will be more 
buying plans for air conditioners and refrigerators in the 
spring than in the fall. 

The prevailing question, though, is whether the in- 
crease in plans is greater than would be expected on 
seasonal grounds alone. Normally, this is ascertained by 
comparing the specific change with the average seasonal 
change over a period of years. Until this is possible some 
adjustment can now be made by comparing the findings 
for the same months in two different years. 

In the previous report (Business Record, June, 1959), 
it was possible to analyze year-to-year changes in 
evaluations of the personal and general economic 
situation, as well as year-to-year differences in buying 
plans for homes, automobiles, and five appliances.! (Foot- 
note on page 439.) The present report extends these 
comparisons to the other items covered by the survey 
—home improvements, furniture and floor coverings, 
vacations, and four additional appliances. In addition, 
the report contains a detailed analysis of the influence 
of income, occupation, age, homeownership and changed 
financial status on buying plans. 


Burst of Optimism 


With the economy rising to new heights in the second 
and third quarters of 1959, more consumers than ever 
before viewed the economic world optimistically. After 


Optimism About Business Mounts 
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Table 1: Opinions of General Business Conditions in 
Local Community 
In per cent of household heads 
1958 1959 


Feb.- Apr.- July- Sept.- Nov.- Feb.: Apr.- June- 
Mar. ay Aug. Oct. Dec. Mar. ay July 


All reporters 
NROOC ae ars sleisie fe sia 10° 18) 28° 839 40. (37 ~40 mAs 
Normal Oho. 3.28.2 oO JIS 23 ee SS US LS Lae 
Live. ae) 6 peli 7s 64 54 37 30 29 33 28 = 24 
No opinion.......... 10V elt line UL IS Wl 14 14 
Not determined...... 8 4 1 1 1 2 Q 2 
otal horse stcne, Se isiets 100 100 100 100 100 100 100 100 
Males 
(CGO IE at See Ai 12 21 34 45 #45 #43 46 £52 
Normal 35202 Vas. 10) SIShe 23 £207 118, 518) 6186 
MlLy seh eg oe Gam OG MESO eos 2S i eto a Leo e 
NNo opinion’. <.:.4. <2. 6 7 6 6 9 6 8 9 
Not_determined...... 8 3 1 1 1 Q Q Q 
ORAL ce tea 5) <.s.2 8 tioe 100 100 100 100 100 100 100 100 
Females 
SOOGE SE Sos 3% sltere cine 8 16 22 34 36 32 36 88 
ENOERLAL SR. «is afatate ci 9. VS 285 7, 25 18 TW ew l7 
BAe inset A Nocieiausys 62. 52. 39. 32 Sl. 840 DCG 
No opinion.......... 1S DS RLEMS ALTAR 15e 218: 19 
Not determined. ..... 8 4 2 2 1 Q 2 2 
LOLA eT Rina tee ee 100 100 100 100 100 100 100 100 


Details will not necessarily add to totals because of rounding 


Question: “What is your own opinion of over-all general business conditions at the 
present time here in the (area specified)?” urce: THE CONFERENCE BoarD 


six months of stability, the percentage of consumers who 


thought local business conditions good advanced to a 


new high in April—May and rose again in June—July. 
(See table 1.) Despite the steel strike in July, the 
consumers’ evaluation of the employment situation fol- 
lowed the same trend. (See table 2.) 

The relative number reporting job conditions plenti- 
ful increased in every part of the country between the 
first and second quarters. A change in the evaluation of 
business conditions, however, is found only in the East 
and in the Midwest.? 

The change in the Midwest was notable. Throughout 
the latter half of 1958 and in the first months of 1959, 
this region, with its concentration of heavy industry, 
was much more pessimistic than the South and the 
West. In the second quarter the Midwest caught up, 
and the percentage of optimists was close to levels 
reported in the South and West.? The increase in 
optimism between the first and second quarters did not 
change the relative position of the East, however. It 
remained the least optimistic region in the country.’ 


Decline of Pessimism 


The over-all economic improvement is also reflected 
in consumers’ comparisons of their current household 
financial condition with that of six months earlier. More 
people thought themselves better off in the second 
quarter, and fewer reported themselves worse off than 
in any previous period. Because a high proportion of 
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Table 2: Opinions of Current Employment Situation in 
Local Community 
In per cent of household heads 
1958 1959 


Feb.- Apr.- July- Sept.- Nov.- Feb.- Apr.- June- 
Mar. ay Aug. Oct. Dec. Mar. ay July 


All reporters 
Jobs plentiful........ 6 Se 1S ia Viele S) 20 26 
Jobs not so plentiful... 36 388 38 38 35 36 33 30 
Jobs hard to get...... bO B45 9939 7832.) 32 7 S59 SOn ey 
Other’. 2 Fass Sree os Cello LL 21S S16 p14 lees 
DOLL fers chche sia ss 100 100 100 100 100 100 100 100 
Males 
Jobs plentiful........ 6 8 13+ 18 19 16 2 $0 
Jobs not so plentiful... 35 38 38 38 35 87 383 29 
Jobs hard to get...... SLAG We S0ee 2) Sl S38) ok e5 
Deerenmiers. oo", Cee mri ents et ees 
Dotalicrta tiers itis: 9/6: 3 100 100 100 100 100 100 100 100 
Females 
Jobs plentiful........ 6 tL 16 164 14 - IS ee eo 
Jobs not so plentiful... 36 37 38 37 34 34 34 31 
Jobs hard to get...... 48 44 40 33 33 36 32 29 
Other 2 sis shaysia si Oe ee 4a AO ies 
OWGLE Maeisrs isc sine ais 100 100 100 100 100 100 100 100 


1 Includes conditional, “normal,” no opinion, and not determined 

Details will not necessarily add to totals because of rounding 

Question: “Based upon what you hear from people talking, would you say that jobs 
Pt! in your community are plentiful, not so plentiful, hard to get, or what do you 
hear’ 


Source: THe Conrrrence Boarp 


consumers (about 60%) always report ‘“‘no change” in 
comparing their current finances with those of six 
months ago, fluctuations in the “better off’ and “worse 
off” categories are slight from one reporting period to 
another. It is noteworthy, therefore, that the number 
reporting themselves worse off dropped one seventh 
between February—March and April—May, and another 
sixth in June-July. (See table 3.) 


Expectation of Stability 


As was noted in previous reports, unemployment and 
the expectation of more work go hand in hand. When 
people are out of work they expect more jobs to develop 


1 The objectives of the survey and its relation to consumer surveys 
conducted by other organizations are presented in the November, 
1958, Business Record 


2 As defined in the survey, the South includes Virginia, Tennessee, 
Oklahoma, Texas and all the states east and south of these; the West 
includes Montana, Wyoming, Colorado, New Mexico, and all the 
states west of these; the East comprises the states bordering on the 
Atlantic from Maine through Maryland; the Midwest extends from 
Michigan through West Virginia on the east and from North Dakota 
through Kansas on the west 


Second Quarter, 1959 


Per Cent Reporting Business 


Per Cent Reporting Jobs 
Conditions Good Plentiful 


Blaatcavtetetetscicie sisters 30 17 
IVI ey CBs: o1siai 5075.8: acw:8 46 23 
South sanecs seeonente 46 22 

ORE etey einieisiaiielsrsiainiene 48 29 
United States........ 42 22 


3 Data for an entire quarter are used in these interregional com- 
parisons to reduce sampling error 
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Table 3: Household Financial Condition Compared with 
Six Months Earlier and Six Months Hence 
In per cent of households 
Compared with Six Months Before 
1958 1959 


Feb.- Apr.- July- Sept.- Nov.- Feb.- Apr.- June- 
Mar. ay Aug. Oct. Dec. Mar. ay July 


Bettenor :/ ee eet): 19 ‘Wiel e246 eT, SCAG res Big esO 


Worse: offers eter ic eriecns ZL 520 0415 Re) 13 el 4 188 0 
Same Give obckes eaeel's 59 6568 58 68 60 59 60 59 
Othiertsien aise seine suo 1 1 3 2 2 2 2 2 


DE OLGU Sie coe Sagohe oti al ot 100 100 100 100 100 100 100 100 


Compared with Six Months Hence 


Feb.- Apr.» July- Sept.- Nov. Feb.- Apr. June 
Mar. ay Aug. Oct. Dec. Mar. ay 


Better off. hsi7Gh wees 32;) 81) 30) 680;e0S1 S27 130129 


Worsevoil: 1.0.). Yan 6 6 7 6 4 5 4 5 
AIIGS sosie apeae 6 ars ses S27 10t Ole OGe OG. Die ore OS 
Otherto hls. ees 6 7 7 8 8 ra 8 8 


Totes. aco eee 100 100 100 100 100 100 100 100 


1 Includes no opinion and not determined 
Details will not necessarily add to totals because of rounding 


Questions: “Considering everything, would you say that your family is better off finan- 
cially, the same, or worse off financially now than it was, say, six months ago?” 


“Again considering everything, do you think your family will be better off financially 
the same, or worse off financially, say in six months from now?” 


Source: Tue ConFERENCE BoarpD 


Table 4: Employment Conditions Expected in Local 
Community in Six Months 
In per cent of household heads 
1958 1959 


Feb.- Apr.- July- Sept.- Nov.- Feb. Apr.- June- 
Mar. ay Aug. Oct. Dec. Mar. M 


All reporters 


More'jobs'r. 24: ole2 4). 2 51 47 39 87 41 44 84 7 
Fewer jobs.......... 14,5114, 2 9 3 aloes 
Same number........ 96) 80... $4, 36 ,.85. S47 ,39, (40 
Otherlitee osted asec 10: “Een AS Gelb. 1S. 1b ee 6 aes 
LORE ie ate re oe 100 100 100 100 100 100 100 100 
Males 
Morejobs! 30.2 as. 5s 56 62 45 41 47 51 89 "31 
Fewer jobs.......... Sy Lee LT eeais 9 O18? S19 
Same number........ 23.) 28.55 7130 Paso wi SS PeS0ly) Siimenso 
tert ce) <s <st 0 eee 8 8 Oe dL es 10 Aer aS 
DOU Me. sicker <at> aie.he 100 100 100 100 100 100 100 100 
Females 
More jobs........... 46° (42 84. .33) «37. $7). Sli" 124 
Fewer jobs.......... 14 PU ate et 9 BS) pelt 6 
‘Same number........ 29. Sle Sines S6m /S6ae 40h Ae 
Other yy veriys si stuelsiae 1S voll Omi e194) 19.0019 bn 20 gard 
TSR GUE EAA «ny x ates a 100 100 100 100 100 100 100 100 


1 Includes no opinion and not determined 
Details will not necessarily add to totals because of rounding 


Question: “How do you feel the job situation and over-all employment will be In your 
community, say, in six months from now—do you think there will be more jobs, fewer jobs, 
or about the same as now?” 


Source: Tur ConFERENCE Boarp 


for the community in general and for their own house- 
holds. It is not surprising, then, that both the proportion 
expecting more jobs in the community and the relative 


Table 5: Opinions of Job Outlook in Household in Six Months | 


In per cent of household heads 


1958 1959 
July- Sept.- Nov.- Feb.- Apr.- June- 
Aina hahticEa, Dee _ Mell) Seca 
All reporters 
More ‘work. .3 «sc 14 17 17 18 15 12 
Léss work. J.... 00. 6 Salt 4 4 5 6 
Mame wi. ose ce one 64 62 62 68 ek 71 
Others 2 16 16 17 10 ll 11 
Total Woo eee 100 100 100 100 100 100 
Males 
More work........ 16 20 20 21 17 14 
Less workan jester. 6 6 5 4 5 fi 
AINE Hibs a Waban Shs 62 61 61 67 69 71 
Otherbys! as. et. 15 14 14 8 9 9 
151) pe eR Oe 100 100 100 100 100 100 
Females 
More work........ i 17 14 15 12 11 
Tess WO. ococs 'sis:asens 5 5 4 4 5 6 
Damien oot aan 66 62 63 69 72 71 
Other ‘Aen ieee 17 18 19 12 12 12 
L OLGirc ho ee sees 100 .100 . 100 100 100 100. a 


1 Includes no opinion and not determined 
Details will not necessarily add to totals because of rounding 


Question: “How do you feel the job situation—or employment—is going to be, say in 
six months from now for the members of your household who work—do you think they will 
have more work, less work, or about the same as now?” 


Source: Tue ConFERENCE Boarp 


number expecting more work for members of their 
household dropped sharply in April-May and again in 
June-July. (See tables 4 and 5.) The sharp reversal 
between the first and second quarters was true of every 
region, and interregional differences in the percentage 
expecting more jobs in the community were slight in the 
second quarter —smigllery in fact, than in any previous 
quarter. 

For the first time, however, the percentage expecting 
existing employment levels in their community to con- 
tinue (it had remained almost constant from July— 
August through February—March) rose in April-May 
and slightly more in June-July. The percentage expect- 
ing fewer jobs, which had dropped steadily throughout 
this nine-month period, also advanced in April-May 
and again in June-July. Both these changes probably 
reflected the high employment of the second quarter. 
Some people thought prosperity was assured for the 
next six months; some thought the times too good to 
last; and some anticipated seasonal unemployment. The 
steel strike (at least in its early phase) does not seem to 
have affected these expectations. In July, both the pro- 
portion expecting community job levels to continue and 
the percentage expecting fewer jobs in their community 
were higher than in June. Moreover, this relationship 
existed in every region of the country. 


Attitudes and Plans 


The rise in optimistic attitudes toward personal and 
general business conditions was closely matched by the 
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upward movement of buying plans. That consumers are 
in a buying mood is clearly evident. Buying plans for 
almost all products considered in the survey were higher 
this July than last. Of course, there was more interest 
in some items than in others. But the news is generally 
favorable for those concerned with the sale of consumer 
goods. 


Automobiles 


Plans to purchase new automobiles within six months 
rose in April and again in May to the highest level for 
any period in the history of the survey. (See table 6.) In 
June, however, plans dropped slightly, and declined 
still further in July. Nevertheless, plans for new auto- 
mobiles were 30% higher this July than last. 

Plans for new automobiles were also above the levels 
prevailing in the last six months of 1958, a period of 
recovery from the recession. By far the greatest increase 
for any region was found in the Midwest, where plans 
for new automobiles were 40% higher in the second 
quarter of 1959 than in the last half of 1958. 

Almost all of the decrease in plans between April— 
May and June-July reflected the drop in the plans of 
the highest income group, households with incomes of 
$7,500 or more a year. There was little change in the 
plans of households with incomes under $7,500 a year. 
These facts suggest a continuing demand for the popu- 
larly priced cars in the near future, but perhaps some 
weakness in the demand for the more expensive models.! 


Interest in New Models 


The data do not tell us whether the June-July plan- 
ners expected to buy 1959 or 1960 models; but some 
evidence of their intentions is available from informa- 


1Tt should be noted also that attitudes toward automobile buying 
were as favorable in June-July as in April—May. (See table 8) 


Table 6: Plans To Buy Automobiles within Six Months 


Index numbers: July through December, 1958 = 100 


New Used Total 
Automobiles Automobiles Automobiles! 
1958 
February—March............ 15 74 74 
PROT hehe ls Gira cfc heat tas 73 98 86 
UV SAU RUSE oder ctparstnicten aravoveroe 90 92 91 
September—-October.......... 107 101 105 
November-December........ 103 107 104 
1959 
February—March............ 104 132 116 
Me April-May i. .$2....0. 08% 123 127 123 
“Wha tos! | ULNA ee oP SPA 114 121 116 


1 Includes buying plans specifying either new or used, uncertain as to which kind 


2 Owing to a change in the wording of the question. comparable data for May are 
not available 


Questions: “Do you or do any other members of your household have any plans to buy 
an automobile, either new or used, within the next six months, that is, by the end of 
(month specified)?” 


“Will it be a used automobile or a new automobile?” 
Source: Tar Conrerench Boagp 
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tion as to when, within the six-month period, they 
planned to purchase. (See table 7.) 

The “one-month”’ plans indicate a continuing interest 
in the 1959 models. In June, 26% of the planners ex- 
pected to purchase the following month; in July, 22%.! 

1 Both percentages were higher than would be expected if there 
were no preference between one part of the planning period and 


another: if chance ruled, only 17% of the plans would be for the first 
month 


Table 7: Plans To Buy Automobiles within One and Three 
Months 


In per cent of buying plans within six months, reported in specified period 


Within One Month Within Three Months 
New Used New Used 
Automobiles Automobiles Automobiles Automobiles 
1958 
July—August......... 11 19 47 53 
September-—October. .. 12 16 42 42 
November—December. Q2 9 50 45 
1959 
February—March..... 25 14 52 47 
April-May.......... 23 20 47 52 
June-July. .......... Q4 24 55 55 


Question: “When do you plan to buy?” 
Source: Toe CoNFERENCE BoarD 


Table 8: Attitudes Toward Automobile Purchasing 
In per cent of household heads 
All Respondents 
1958 1959 


Feb.- Apr.- Juliy- Sept.- Nov.- Feb.- Apr.- June- 
Mar. ay Aug. Oct. Dec. Mar. ay July 


Good time to buy..... SQ 85.14.39) 449) 9380) 35) «865 88 
Bad time to buy...... AY Mi AGe 85) 80 '°C385 33. Sly 82 
Conditional, fv... 5... OS 1G 10s eek 12) Sot see Ee 
Other y al. Aes 2 LENG AES Fe 1G Ta SO ESO eee ST 
TOU, wet hedt «BR cso 100 100 100 100 100 100 100 100 
All household reporters who plan to buy 

Feb.- July- Sept.- Nov.- Feb.- Apr.- June- 

Mar. Apr. Aug. Oct. Dec. Mar. May July 

Good time to buy..... 49 652 52 658 52 653 54 654 
Bad time to buy...... S42 OO. 90,186 9 29. Bae 97 7 86 
Conditionals. .4 vss 6k 9 12 9 9 oes" UT 9 
Other! FR. “20 SEA "4 6 9 Win WO. S10 8 8 
Dotdler tt sic. hs 100 100 100 100 100 100 100 100 

All Respondents 


Feb.- Apr.- June- 
Oct. Nov. Dec. Mar. ay J 


New models better 


than last year’s... 3.23. ce saliae 9S) 26. © 89) 88 - 89" 99 
SAM clans ie sce ae ees shee 1S 18 SLT 4 ST 29 480 
New models worse 

than lastevear's ieee Seman. 17. 21. 28 ,25.,23 99 
ODOR a I oaks ooaisce Umae & fois a8 AS: SS) S28 720, 9Ie 20 


L Ob Obes scige singe teen are ag re ws 100 100 100 100 100 100 


1 Includes no opinion and not determined 

2 Owing to a change in the wording of the question, comparable data for May are 
not available 

Details will not necessarily add to totals because of rounding 


Questions: “Do you feel that right now is a good time or a bad time to purchase an 
automobile?” 


“What do you think of the 1959 (1958) model automobiles?” 
“How do they compare with last year’s models?” 
Source: Tur ConreRENCE BoarpD 
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More Plans To Buy Automobiles Than Year Ago 
140 


USED ‘AUTOMOBILES 


130 
120 
110 


100 


70 
Feb.- Apr.- July- Sept.- Nov.- Feb.- Apr.- June- 
Mar. May Aug. Oct. Dec. Mar. May July 
1958 1958 1958 1958 1958 1959 1959 1959 


Plans to buy within six months 
Index numbers: July through December, 1958 =100 
Source: The Conference Board 


In July, 55% of the planners expected to buy new 
automobiles within three months—that is, by the end of 
October—and 45% planned purchases in the following 
three-month period. If, in the absence of specific infor- 
mation, it is assumed that the plans for September and 
October were evenly divided, about three fifths of them 
would take effect when the new 1960 models were in the 
market. If the assumption that people had no preference 
between September and October is correct (normally 
more cars are sold in October), then the bulk of the 
plans for new automobiles reported in July will probably 
materialize as purchases of 1960 models. 


Shift from Used to New 


As of February—March, there was a greater year-to- 
year increase in plans for used than for new automo- 
biles. It was anticipated that, with the rise in personal 
income, some of the plans to purchase used cars would 
be translated into actual purchases of new automobiles. 
This upgrading is seen in April—May buying plans: in 
this period plans for new cars rose and for used cars 
decreased. By July, the year-to-year comparison showed 
a much smaller increase in plans to buy used automo- 
biles than in plans for new ones. 


Homes 


Consumer attitudes towards purchasing a home were 
more optimistic than ever before in April, May, June 
and July. In these months, almost half of the respond- 
ents thought the present a good time to buy a house; 


only slightly over one fourth considered the time not : 
right for home purchasing. (See table 9.) This atti- — 
tude was in sharp contrast to last year. In April-May — 
of 1958, more consumers replied negatively than affrma- . 
tively to the question: “Do you think the present a good © 
time or a bad time to buy a house?” 

As was noted in the previous report, the negative © 
response to this question is a fairly good indicator of 
buying plans for new homes. In general, as buying plans ~ 
rose, the relative number opposed to current home — 
purchases fell. 

This relationship continued during the spring and 
early summer. The percentage who thought the present 
a bad time to buy a house dropped in April-May and 
continued at the lower level in June—July. Plans to pur- 
chase a new home within six months rose sharply in 
April—May and leveled off in June-July. (See table 10.) 

This tendency for the two trends, attitudes and plans, 
to move together does not hold true in the long run, 
however. Though optimism was much more common in 
the spring and early summer of 1959 than it had been 
in 1958, plans to buy new homes were lower in April— 
May, 1959, than in the parallel months of 1958, and at 
about the same level if the comparison is made for July. 
The indication is that the market for newly constructed 
family houses will remain at current levels in the near 
future, with the normal seasonal drop as autumn 
merges into winter. ; 

The seasonal character of the market for new houses 
is reflected in the expected timing of planned purchases. 
For example, in June—July, 1959, a relatively high pro- 
portion (close to 25%) of the planners expected to buy 
within one month. If all the dates of expected purchase 
had been evenly distributed throughout the six-month 
planning period, only 17% would have fallen within the 
first month. (See table 11.) 


Used-home Plans Drop 


Plans to buy used homes in July, like plans for new, 
remained above the levels of the last six months of 1958, 
when housing sales had already recovered from recession 
levels. They were, however, below the level of July, 1958. 
This is the first time a year-to-year comparison in plans 
to buy a used house showed a decrease in the 1959 


Table 9: Attitudes Toward Home Buying 
In per cent of household heads 
1968 1959 


Feb.- Apr.- July- Sept.- Nov.- Feb.- Apr.- June- 
Dec. Mar. ay July 


Good time to buy...-. $1 )88 42 47°. “49.9045 49RS9 
Bad time to buy...... 49: 42. 34. | 314. 82.) 30,62 iaeer 
Conditional. .., 2340.54 7 Lf 8 7 7 6 6 6 
Oiher wera. cant. 1218 “16 “15° 18/9719 19S 
Total 8. Sees ores 100 100 100 100 100 100 100 100 


1 Includes no opinion and not determined 

Details will not necessarily add to totals because of rounding 

Question: “Do you think that right now is a good time or a bad fime fo buy a house?” 
Source: THe ConFERENCE Boarp 
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More Emphasis on New Homes This Year 


ever, plans for repairs and maintenance other than 
decoration (general repairs) were much lower this July 
than last, and fewer householders planned to build addi- 
tions to their homes. The specific replies to the question 
as to what home improvements were planned are given 
in footnote 2 below. 


Furniture Plans Up 


Plans to buy furniture within six months were both 
higher and more immediate this July than last. In the 
year-to-year comparison the greatest increase came in 
plans to buy within one month. “Three-month” buying 
plans were also up more than “‘six-month”’ plans, though 
these were more than 10% above the level of last July. 
The sharp increase in near-term plans should be par- 
ticularly encouraging to those concerned with the near- 
term outlook for furniture sales. 


More Plans for Carpeting 


Feb.- Apr.- July- Sept.- Nov.- Feb.- Apr.- June- : : 
Mar. may > Skies Oct, Dac MEMO aTeRE be Mae naly Perhaps nothing so clearly mirrors the change from 
1958 1958 1958 1958 1958 1959 1959 1959 


recession to prosperity as the year-to-year comparison 


Plans to buy within six months 
Index numbers: July through December, 1958 =100 
Source: The Conference Board 


period over the 1958 period. The difference was more 
than 10%. The rising prices of used houses in this period 
of high demand, together with a better knowledge of the 
used-house market as a result of shopping in June and 
July, may have led some people to postpone or abandon 
their original plan to buy a used home. 


Some Home Improvements Higher 


The category “home improvements” is a very general 
one. It covers decoration, repair, and additions to the 
house, including patios, garages, swimming pools, and 
playrooms. Inevitably, not all these activities expand 
and contract together. In July of this year there were 
many more plans for modernization! than last July and 
_ a distinct increase in plans to decorate the house. How- 


Table 10: Plans To Buy Homes within Six Months 


Index numbers: July through December, 1958 = 100 


New Used Total 
Homes Homes Homes! 
1958 
February—March............ 113 85 94 
BADIM se ors Siisln de ss ois 5% 5.6 135 93 107 
Buly—August.........--.+-.- 113 103 108 
September—October.......... 96 94 96 
November—December........ 91 103 97 
1959 . 
February—March............ 109 104 108 
MApril—May. cc cece cena ee 123 112 114 
PRUERG TUL oercned as sum waa Su. tom ape 118 111 113 


- 1Includes buying plans specifying either new or used, uncertain as to which kind 

2 Owing to a change in the wording of the question comparable data for May are 
not available 

Questions: “Do you, or do any other members of your household, have any plans to 
buy a house, either new or used, within the next six months; that is, by the end of (specify 
month)?” 

“Will it be a brand new house, or one which has been lived in?” 

Source: Toe ConFERENCE BoarpD 


SEPTEMBER, 1959 


in plans to buy floor coverings. In July, 1959, plans to 
buy the most expensive kind of floor covering —carpets 
and rugs—were higher than a year ago by 18%. But 
plans for the less expensive linoleum and tile (combined) 
were lower this July than last. For floor covering plans 
in general there was little change from July, 1958.” 


_ 1 Includes finishing attic, remodeling basement, living room, and 
kitchen, installation of indirect lighting, laying of hardwood floors, etc. 


1958 1959 

July- Sept.- Nov.- Feb.- Apr. June- 

Aug. Oct. Dee. Mar. May July 
General repairs....... 120 90 90 103 110 106 
Modernizing......... 80 101 119 170 156 152 
Painting, papering.... 104 109 87 160 165 184 
Additions to house.... 120 92 88 127 105 103 
Garage, roof, porch... 94 118 88 66 85 77 


2 The following are the specific buying plans for the major types of 
floor covering, in index numbers, with July through December, 
1958= 100. 


1958 1959 
July- Sept.- Nov.- Feb.- Apr.- June- 
Aug. Oct. Dec. Mar. May July 
Carpet io... secenines .s 89 abl 100 101 102 96 
Linoleum........... 89 100 111 105 120 108 
"Tile sicveravesecste teneasiee 106 98 96 129 108 110 


Table 11: Plans To Buy Homes within One and Three Months 


In per cent of buying plans within six months, reported in specified period 


Within One Month Within Three Months 
New Used New Used 
Homes Homes Homes Homes 
1958 
July-August......... 18 20 49 38 
September—October. .. 9 15 32 35 
November—December. 10 10 39 39 
1959 
February—March..... 20 13 AT 39 
April[ Mays cuseusreiecs 28 20 52 46 
June—July........... 24 25 50 52 


Question: “When do you plan to buy?” 
Source: Taz ConFERENCE BoarpD 
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Appliances 


With two exceptions, to be discussed below, plans to 
buy appliances within the next six months were all 
higher this July than last. The big hike came in plans for 
refrigerators, air conditioners, dish washers, ranges (gas 
and electric), and freezers. The increase for these items 
ranged from 33% to 43%. The increase in plans for 
washing machines and dryers was much smaller, be- 
tween 10% and 15%. For all the appliances covered by 
the survey, the weighted index of buying plans was 17% 
higher this July than last. 

As was noted above, plans for two appliances were 
13% to 25% lower this July than last. These were tele- 
vision sets and vacuum cleaners. In February-March 
and April—May, plans for television sets were at about 
the same levels as in the corresponding periods of 1958. 
However, retail sales of television sets and factory ship- 
ments of vacuum cleaners were higher in these four 
months of 1959 than in the same months of 1958. 

There are two possible reasons for this divergence 
between buying plans and retail sales. Either the buying 
plans foreshadow the trend of sales correctly, and retail 
sales may fall in the next several months, or the sales and 
shipments in the first four months of 1959 are a guide to 
the future, and sales of television sets and vacuum 
cleaners will continue to rise for the balance of the year. 
At this juncture, all the information needed to choose 
between these alternatives is not available. 


Regional Differences in Appliance Plans 


Like plans for furniture and floor coverings, plans to 
buy appliances are associated with plans to buy homes. 


_ 1 The weights used were the dollar value of sales in 1958 as reported 
in Electrical Merchandising, January, 1959 


Spurt in Appliance Plans 
PER CENT INCREASE 


RANGE GAS 
43 & ELECTRIC 


4| REFRIGERATOR 
36 DISHWASHER 

35 AIR CONDITIONER 
33 FREEZER 


13. DRYER 


| 11 WASHING 
MACHINE 


old 


JULY, JULY, 
1958 1959 


Plans to buy within six months 
Source: The Conference Board 


Table 12: Plans To Buy Appliances, Furniture, Floor Coverings 
and Plans To Make Home Improvements, within Six Months — 


Index numbers: July through December, 1958=100 


1958 1959 
Feb.- Apr.- July- Sept.- Nov.- Feb.- Apr.- June- 
Plans To Buy Mar. ay Aug. Oct. Dec. Mar. ay July 
Air conditioner....... 181 210 104 80 116 188 223 185 


Dish washer......... 66 86 93 96 111 92 102 106 
Refrigerator......... 96 112 94 107 99 99 107 116 
Television set........ 103. 85-197" 102 ~=101L S207 a SSheesO 
Washing machine..... 101 97 99 97 104 104 90 98 


July- Sept.- Nov.- Feb.- Apr.- June- 
Aug. Oct. Dec. Mar. ay July 


Deep freezer. ..........2..0000: 100 106 94 82 97 86 


Clothes dryers oincctickne as cide 89 107 104 106 77 86 
UTnitUTe caesar cranes 92 104 104 95 108 100 
looricoveringssnweee oss eels 83 105 101 104 104 98 
Home improvements............ 103 101 96 181 131 119 
Range, electric or gas........... 87 107 106 116 112 108 
Vacuum cleaner.......... Pe enh 98 105 96 84 73 85 


Questions: “Will you please tell me, as | read these appliances again, if you, or any — 


other member of your household, have any plans to buy any of these appliances within 
the next six months; that is, between now and the end of (specify month)?” The interviewer 


then lists refrigerator, washing machine, TV set, air conditioner, dish washer, clothes dryer, 


deep freezer, vacuum cleaner, gas or electric range. 


“How chat a to buy furniture within the next six months, that is by the end of 


(specify month 
“And how about plans to buy floor coverings; that is, carpeting, rugs, linoleum or floor 
tile?" 


“Do you, or does anyone else in your household, have any plans between now and the 
end of (specify month) to repair, remodel, or make improvements on your home?” 


“Will the total cost be $50 or more?” 
Source: Tor ConrmrENncr Boarp 


The regions which led in the number of plans per house- | 
hold in home-buying plans also led in plans for appli- — 
ances in the second quarter of 1959. Interest in the ~ 
Midwest, however, was centered on furniture and floor ~ 
coverings; in the West on appliances. The West had ~ 
relatively more plans than any other region for freezers, — 


ranges, refrigerators, and washing machines. The Mid- 


west was the second highest region in plans for all these © 
appliances and highest in plans for dryers. The South | 


generally trailed the other regions. 


Timing of Purchases 


As has been indicated, the time horizon of a buying © 
plan reflects both the seasonal pattern of purchases and = 
the definiteness of the plan. When the same period in © 
two different years is compared, the element of season- — 


ality is removed. Differences in the expected dates of 


purchase then primarily reflect differences in the degree 


of fulfilment that can be expected. 
On this assumption, buying plans for appliances were 


rouch firmer this July than last. For a number of — 
appliances the increase in one-month and three-month ~ 
buying plans was even greater than the increase in six- ~ 


month plans. 


There were more short-run plans for refrigerators, air — 
conditioners, dish washers, dryers, and ranges (gas or — 
electric). It will be recalled that six-month plans for ~ 
these appliances, except dryers, were also distinctly — 
higher this July than last. The increase in one-month ~ 
and three-month plans for freezers was smaller than the ~ 
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Table 13: Plans To Buy Appliances, Furniture, Floor Coverings and Plans to Make 


Home Improvements within One and Three Months 
In per cent of buying plans within six months, reported In specified period 


Within One Month 
1958 

July- Sept.— Nov.- Feb.- 

Plans To Buy Aug. Oct. Dec. March 
beeAir conditioner. .)....... 0.0.5. 34 9 9 if 
miaht washer, s& 2 hvatcliavia tee 18 8 18 13 
‘GRA ee gk Se Oe ee 12 12 25 11 
| Floor coverings................ 22 18 Q2 17 
Bereezernet Weal tlh la) 17 11 13 9 
OTE UT ens akties. cre, ot Pend saudi 17 17 22 17 
NEN TE Bn Ton Cg shea cath’ 15 17 13 11 
mervetrigerator.:.....0....0./006.. 16 15 12 11 
Welevision set)./. os. hse Shs 12 13 25 13 
MOUUI. CLEANET oh5 0555 <0 ye sel dend oueed 20 15 25 18 
Washing machine.............. 17 14 Q1 14 


1 Gas or electric 
Question: “When do you plan to buy?” 
Source: Tur ConrereNncE Boarp 


increase in six-month plans, but it was still sufficiently 
great to suggest a greater firmness in buying plans this 
| year than last. 


Vacations 


The July-to-July comparison used throughout this 
report indicates a smaller increase in plans to take a 
vacation away from home than in plans to purchase 
automobiles and appliances. The general rise in vacation 
plans was 6%, with the increase in plans for a vacation 
within the United States somewhat greater and the rise 
in plans for vacations abroad somewhat smaller. The 
greatest difference between the two years is found in the 
proportion of household reporters who did not know 


Table 14: Vacation Plans—Where and Kind of Transportation 
Index numbers: July through December, 1958 = 100 


1958 1959 
Plans To Take a Vacation Feb.- July- Sept.- Nov.- Feb.- Apr.- 

within the Next Year Mar. Aug. Oct. Dec. Mar. ay June 
LAE CERES GS Se a Eee 135 124 83 93 108 168 211 
In neighboring states....... 153 112 79 108 118 1389 171 
Other states.............. 152 102 91 107 #117 4124 121 
ROATIAGLA ga co latte MAE excl 156 104 90 106 134 167 200 
PMRODEe atch 2 knadulahhsters 128 87 101 112 144 150 124 

Outside U. S., exc. 
Europe and Canada...... 141 68 123 110 100 103 100 
FOLGE Sn Bee odo: 3 SS 1384 101 95, LOL, (P14. 123.6 127, 

Transportation planned 

for Vacation 
BSTIEOITLO I TLe iter cs, <a seieee ton stove 102 94 104 117 126. 134 
ORSAY ELS ose A he | re 100 88 112 94 108 89 
BMT PLATIO Te Si isch 4. ko Sic the Sy e ne 98 99 103 100 110 -128 
VTE) 6 6 a ne oe Ae ih 129 80 92 161 166 185 
SLID a ole hott ci a oe eee 77 +119 104 125 121 69 
Combination. ooh. ns ee 77 109 113 183 154 125 
PR OLG) PRM Haare, sve sake Ot chev aia's 101 95 104 114 1238 127 


1 Includes don’t know where, don’t know mode of transportation and not determined 
Questions: ‘Where do you plan to go?” “How will you get there?” 
Source: Tur Conrerencr BoarD 
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Within Three Months 
1959 1958 1959 
April- June- July- Sept. Nov.- Feb.- April- June- 
May July Aug. Oct. Dec. March May July 
44 54 AT 15 96 47 83 74 
19 16 39 40 35 34 46 50 
14 11 46 47 45 44 38 46 
Q1 Q1 56 47 50 52 52 56 
19 17 49 35 33 38 55 50 
Q1 20 47 46 51 48 50 55 
18 19 40 38 33 34 50 51 
13 18 Al 39 42 39 47 53 
16 16 38 48 48 41 45 53 
Q7 14 45 48 47 48 52 43 
20 19 45 40 45 46 51 50 


where they wanted to go: this percentage fell sharply, 
from a fifth in July, 1958, to 4% in July, 1959. Clearly, 
vacation commitments were firmer this year than they 
were in 1958. 

Some of the year-to-year change in vacation plans 
shown in July is owing to the timing of vacations during 
the summer, rather than the reflection of a trend. As of 
April-May, plans to go to Canada were a fifth higher 
than a year earlier (see table 14); as of July they were 
below the previous year. On the other hand, plans for a 
vacation within the United States showed a greater 
increase in the July than in the April-May year-to-year 
comparison. It is notable, therefore, that plans to go to 
Europe were much higher this year than last (at least 
40%), whether April, May or July is used as the basis of 
comparison. 

Some of the difference in vacation plans this July as 
compared with last is a clue to the winter vacation 
season. Seventeen per cent of the vacation plans re- 
ported in June-July were scheduled for some time after 
September. (See table 15.) Many are likely to be winter 
vacations in the South or in the Caribbean islands. 
Judging from the vacation plans, more persons will go 
abroad during the winter of 1959-1960 than did in the 


Table 15: Plans To Take a Vacation Away from Home within 


One Year 
Index numbers: July through December, 1958 = 100 


1958 1959 


ras July- Sept. Nov.- Feb.- Apr.- June- 
ay Aug. Oct. Dec. Mar. ay July 


Plans to take a vacation 
within the next year. 125 101 95 104 114 123 121 


When (in per cent) 
within three months. 68% 60% 29% 20% 18% "5% 83% 
within six months... 194 73 $9 81° 90 95 92 
within one year..... 100 100 100 100 100 100 += 100 


Questions: “Do you have any plans to take a vacation away from home between now 
and this time next year?” “When?” 


Source: Tum ConrrrEeNncre Boarp 
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winter of 1958-1959. This is suggested by the fact that 
plans to go abroad to countries other than Europe and 
Canada were considerably higher this July than last. 
This is the first time that the plans in the 1959 period 
have been higher than those in the same 1958 period. 
Transportation plans depend very much on where 
vacationers expect to go. When the year-to-year com- 
parison is made for July, increases in planned modes of 
travel are shown for private automobiles and ships, 
paralleling the rise in plans for near-by vacations within 
the state or neighboring state, and for vacations in 
Europe. In April-May, plans to travel by plane and by 
bus were also considerably higher than a year earlier. 


Regional Differences 


In the second quarter of 1959, the West, which led the 
other regions in the number of buying plans per house- 


Survey Technique 


The data for the survey are collected by means 
of interviews held over the telephone with a random 
sample of households throughout the country. The. 
male head of the household or the first woman of 
the household is interviewed, except in households 
where there is no male head, in which case the 
female head of the household is interviewed. The 
first woman of the household is normally, of course, 
the wife of the head of the household. 

In order to minimize the sampling error, the 
results of two months interviewing are cumulated 
for the tables used in the reports. This means that 
the index numbers and percentages are based on 
the findings of 9,000 to 10,000 interviews. The data 
for one month, obtained by cumulating four to five 
weeks of interviews, represent 4,500 to 5,500 cases. 

The chief focus of the survey is on plans to buy a 
wide variety of consumer durables. Attitudinal, 
economic and demographic information is also 
collected, but as background material. The time 
horizon for the buying plans is kept to six months 
in the belief that the planning process has little 
stability beyond this time span, except for vacations 
away from home. 

Buying plans are shown as index. numbers. The 
number of households which plan to buy a specific 
item in the base period is taken as 100, and the 
number planning to buy in any specific period is 
expressed as a ratio of the base number. The use of 
index numbers rather than the actual number of 
reported plans is designed to emphasize change. 
In previous reports, the base period was February- 
March, 1958. The accumulation of data from the 
survey now permits a broadening of the base: the 
indexes have been recalculated, based on the 
number of buying plans reported for the particular 
item in the second half of 1958. 


hold, also had relatively more vacation plans than the © 
other regions. But the East was the leading region in © 
plans to go abroad within the year, not only to Europe | 


but to Canada as well. 

Westerners tend to take their vacations in their own 
part of the country: there a higher proportion of vaca- 
tion plans than in any other region were for the family’s 
own state or a neighboring one. Southerners and middle 


westerners, on the other hand, are likely to go farther - 


afield, but still remain within the United States. 

Such are the distances of the Far West, however, that 
despite the tendency to vacation in their own part of the 
world, a higher proportion of westerners than of other 
respondents planned to travel by plane. With relatively 
more vacation plans than the other regions, the West 
also had more vacation plans, relatively, to travel by 
train and by private automobile. 


Almost 85,000 Interviews 


The first survey interviews were held in February, 
1958, and continued at the rate of 1,000 interviews a 
week until May, 1958. Interviewing was limited in May 
and suspended entirely in June while THe CoNrereNCce 
Board was evaluating the results of the initial inter- 
viewing. ; 

From February through December, 1958, over 
48,000 interviews were held. In the first seven 
months this year about 36,000 interviews were 
conducted as follows: 


JONUGRY, 5 is creed sede caseeuvae ante 5,648 
EQDIUORY, «iiss a cuaces 6 soa deopeashe os 4,598 
INicrGht eter ance cine tence 4,569 
ADU rnaie ee ccs §,701 
lel peli gs ae RA ot! Gece 5,541 
JUNGig.. bide eh ctere . CRs ces 4,243 
SOs 6. SRS ries 2 tetas 5,688 


The interviewing for the survey is conducted by 
Sindlinger and Company over the telephone. For 
an independent appraisal of the sample underlying 
this survey, and a discussion of some of the problems 
encountered in a telephone interview approach to 
consumer buying plans, see the analysis by J. Stevens 
Stock, “Technical Problems in Surveying Consumer 
Buying Plans," which appeared in The Business 
Record, December, 1958. 


The Rich and the Poor 
It is well known that the upper-income groups pur- 


chase relatively more of the world’s goods and that ~ 


newly formed families buy more furniture and appli- 


ances per household than do established ones. Simi- — 


larly, the more affluent and youthful households have 
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higher buying plans than the rest. The survey, however, 
_ goes beyond this generalization in its report on what is 
important for the poor as well as the rich, the old as well 
as the young. 


Households with incomes under $5,000 a year re- 


ported a smaller proportion of the buying plans in the 
second quarter of 1959 than if their buying plans 
equaled their numbers. There were some instances 
_where buying plans came close to their numbers. Statis- 
tically, households with incomes under $5,000 a year 
constituted 46% of all the households, but the buying 


plans they reported represented less than 46% of total 
plans. For used automobiles and used homes, however, 
the low-income families did report over 40% of all the 
buying plans. Low-income families also had relatively 
high buying plans for television sets and vacuum clean- 
ers. On the other hand, their buying plans for new 
homes, new automobiles and dish washers, were par- 


_ ticularly low relative to their numbers. (See table 16.) 


It was precisely for these items that households with 


incomes of $10,000 a year and over had their highest 
_ buying plans. Though such families constituted only 9% 
of the total, they reported 32% of the plans for dish 


_ washers, 21% of the plans for new automobiles and 16% 
_ of the plans for new homes. Even in this income group, 
_ buying plans per household for the other items covered 


by the survey were lower. They were particularly so for 
used homes and used automobiles—those things which 


interested the low-income families the most. 


The buying plans of the two middle-income groups 
(those with incomes between $5,000 and $10,000 a year) 


generally represented a higher proportion of all the 


buying plans relative to their numbers. The two pur- 
chases that were particularly outstanding in the plans of 
families with incomes between $5,000 and $7,500 were 
clothes dryers and deep freezers. Among families with 


- incomes between $7,500 and $10,000, dish washers and 


Table 16: Buying Plans and Annual Household Income, 
April-May—June, 1959 


Under  $5,000- — $7,500- + $10,000 +~—- Not De- 
$5,000 7,499 9,999  &Over termined 
All households. ...... 46% 27% 12% 9% 1% 
Percentage of Households Planning To Buy within Next Six Months 
New automobile. ..... 22 32 Q1 Q1 5 
Used automobile..... 43 82 13 8 4 
New home.......... 24, 32 22 16 " 
Used home.......... 42 30 14 9 5 
Air conditioner....... 29 33 19 12 6 
i Dish washer......... 18 20 26 32 4 
EVER ie ser cittor aise «+ 27 35 19 14 5 
Floor coverings....... 85 83 17 12 4 
Breezer an wv, sacks, se 25 36 25 12 4 
Murniture®.:2......2. $1 33 18 14 4 
‘Ranges, gasorelectric. 33 82 16 14 5 
Refrigerator......... 31 31 19 14 6 
Television set........ 39 29 12 13 Vf 
Vacuum cleaner...... 39 31 15 12 3 
Washing machine..... 36 30 17 12 5 


Details will not necessarily add to 100 because of rounding 
Source: Tor ConFrERENCE BoaRD 
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Table 17: Buying Plans within the Next Six Months and 
Occupation of Household Head, April-May—June, 1959 


Profes- 


sional, Crafts- Opera- Nonem- 
Managers Clerical men, tives Other ployed? 
an and Foremen and Em- and 
Pro- Sales and Semi- ployed! Unem- 
prietors Skilled skilled ployed 


Allhousehold heads. 24% 16% 16% 18% 11% 20% 


Percentage with Plans To Buy within Next Six Months 


New automobile.... 38 20 11 11 10 10 
Used automobile.... 23 15 20 17 12 13 
New home........ 40 15 16 9 8 11 
Used homes... ox. QT 15 18 18 11 12 
Air conditioner..... 38 19 16 10 5) 12 
Dish washer....... 52 19 9 Yi 6 ti 
Dryersqrees ye: 84 17 18 16 af 8 
Floor coverings..... 29 18 18 14 11 10 
Freezer. ..... 25.2: $1 15 18 10 16 11 
Furniture... . =. 2: 35 18 16 14 9 8 
Range?............ 35 13 20 14 8 10 
Refrigerator....... 36 13 13 15 10 13 
Television set...... 29 16 16 18 8 14 
Vacuum cleaner.... 30 18 15 11 10 15 


Washing machine... 28 15 18 14 12 13 


1 Includes unskilled laborers, service workers, domestics, farmers, and farm laborers 
2 Includes armed forces, housewives, students, retired and unclassified 

3 Gas or electric 

Details will not necessarily add to 100 because of rounding 

Source: THe ConreRENcE Boarp 


deep freezers led the parade of buying plans, although 
new automobiles and new homes were close behind. 

The buying plans for some products were closely cor- 
related with income. The proportion of buying plans for 
dish washers rose from one income class to the next. 
Exactly the opposite relationship existed in plans for 
used automobiles, used homes, floor coverings (includ- 
ing tile and linoleum), television sets and vacuum 
cleaners. 

Since there is a close relationship between income and 
occupation (broadly defined as in table 17), the rela- 
tionship between buying plans and the occupation of the 
household head was very much the same as that shown 
between buying plans and household income. 


The Old and the Young 


Judging by the distribution of buying plans, people 
under forty-five are the great acquirers. It is true that 
household heads were almost equally divided between 
those under forty-five and those above this age. But the 
younger group accounted for well over half of the buying 
plans for every product in the survey. (See table 18.) 
Even where plans of this group were relatively lowest 
(that is for new automobiles) those under forty-five 
reported 57% of all the plans in the second quarter of 
1959. 

The younger age groups, however, did not always 
agree about what they wanted to buy. True, dryers and 
freezers were leading items in the plans of both the 
25-34 and the 35-44 age groups, but these appliances 
were outranked in the plans of those eighteen to twenty- 


' four by television sets, vacuum cleaners, and washing 
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Table 18: Buying Plans within the Next Six Months and Age 
of Household Head, April-May—June, 1959 


Age of Household Head 
65 and 
18-24 25-34 85-44 45-54 55-64 Over 
All households..... 8% 20% 26% 23% 14% 12% 
Percentage with Plans to Buy within Next Six Months 
New automobile... . 5 23 29 24 14 5 
Used automobile... . 8 22 28 28 9 4 
New home........ 5 36 Q7 20 6 4 
Used home........ 9 Q7 28 18 1l vf 
Air conditioner..... 6 QT 31 19 Ba 4 
Dish washer....... Q 30 26 26 11 4 
Dayer.j./seneiissctk: 8 34 31 17 7 3 
Floor coverings..... 4 25 81 22 12 6 
Breezer ysis acne 6 32 34 Q1 5 2 
Furniture......... 5 31 30 21 8 3 
Range! ete. seers 8 24 26 23 13 5 
Refrigerator....... 5 26 Q7 24 11 5 
Television set...... 11 25 25 Q1 1l 6 
Vacuum cleaner.... 10 25 28 19 13 4 
Washing machine... 11 25 24 26 9 5 


1 Gas or electric 
Source: THE CoNFERENCE Boarp 


machines.! The 25-34-year-olds had relatively more 
plans to buy a new house than any other product in the 
survey. Furniture, floor coverings, specific appliances, 
and new automobiles all loomed larger in the plans of 
the 35-44 year age group. 

Buying plans declined sharply with age. Among the 
households headed by people between forty-five and 
fifty-five the proportion with buying plans was equal to 
or greater than the proportion of all households in the 
age group for six items (new automobiles, used automo- 
biles, dish washers, ranges, refrigerators and washing 
machines). Within the 55-64 group, this relationship 
held only for new automobiles. Among those sixty-five 
years and over the proportion of buying plans for prac- 
tically every item was less than half of what it would 
have been had this age group reported buying plans 
equal to its numbers. 


Owners and Renters 


As would be expected, renters planned to buy houses 
and home owners planned to buy an automobile in the 
spring of 1959. (See table 19.) But a surprisingly high 
proportion of home owners expected to: buy another 
house. About half of the plans to buy a home were 
reported by those who already owned one. 

In general, however, renters—probably because they 
were a younger group—had more buying plans per 
household than did owners. The major exceptions were 
plans for new automobiles, as noted above, and dish 
washers. 

Some of the appliance buying plans of the renters 
may have been connected with their plans to purchase a 
house. They had more buying plans per household than 


1 This may be owing to the fact that the replacement purchases of 
the older families are not always planned 


New automobile....... 43 7 49 Q 
Used automobile...... 40 11 48 1 
Wewhomeyfar- nn. cee 43 8 48 Q 
Used home. 7 2. vind ace 46 7 45 g 
Air conditioner........ 45 1l 42 Q 5 
Dish washer.......... 48 6 41 5 
Dryer. hice ee 44 9 45 2 
Floor coverings....... 40 9 51 1 
Breezeti ss sera eeeae 51 6 42 1 
Hurnytbares oy. se see 43 9 48 1 
Range, gas or electric... 42 8 49 2 
- Refrigerator.......... 44 8 47 1 
Television set......... Al 11 48 1 
Vacuum cleaner....... 41 9 49 1 
Washing machine...... 36 13 49 2 


did owners for ranges, refrigerators, and washing ma- 
chines—appliances which apartment dwellers do not 
normally purchase for themselves. : 


Buying Plans and Changes in Income 


Persons who were better off financially than they had 
been six months earlier and those who expected their 
economic position to improve within six months had 
more buying plans than other consumers. In the spring” 
of 1959, however, whether the change was actual or 
expected seemed to make little difference in buying 
plans. (See tables 20 and 21.) 

Other factors besides changed financial status obvi- 
ously enter into buying plans, and the higher buying 


Table 19: Plans to Buy within Six Months and Homeownership 
Status, April-May—June, 1959 


Own Rent Other! 
70% 29% 1% 


All households fo yee as 


Households Reporting Buying Plans 
within Next Six Months for: 


In per cent of Buying Plans, April-May—June, 1959. 


New automobiles. ..... 2020520. 75 24 1 
Used automobile................ 67 33 a 
New home tern cag a bie ees tate oe 52 46 2 
Used Homes) ee eae. hen sae 50 50 1 
PTotal tiomesHora se eae. Aes 51 48 2 
Airjconditionerste ti Seas eee 68 32 1 
Dishywashet* 3.528 ks... sauktoto ci 78 Q1 1 
Drverie 5 ete terran tek. eae 72 Q7 1 
Bloor coverings: 278 2)... ) vee ee 72 a7 1 
Breezers : ciat}ssuls SR ee ee Pe 70 28 2 
Eni GUT acct Felis, pees ae 69 30 1 
Range, gas or electric............ 61 38 1 
Refrigerator: WR. See 62 36 Q 
Television set..:......... bret eed 56 43 1 
Vacuum cleaner’; ice. oe ws ies 58 41 1 
Washing machineiw7+.- 40.2. & 63 36 1 


1 Includes not determined a—Less than 1% 
Details will not necessarily add to 100 because of rounding 
Source: Tor ConrerENnce Boarp 


Table 20: Buying Plans within the Next Six Months and 
Household Financial Status Compared with Six Months Ago, 
Reported in April-May—June, 1959 

Better Off | Worse Off 
All households........ 28% 11% 


Households Reporting Buying Plans 
within Next Six Months for: 


Same Other! 
59% 2% 


In per cent of Buying Plans, April-May—June, 1959 


WZncludes no opinion and not determined 
Source: Tur ConrerENcre Boarp 
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| Table 21: Buying Plans within the Next Six Months and 


| Expected Household Financial Status Six Months from Now, 


April-May—June, 1959 
Better Of 
30% 


Worse Off 
4% 


Other! 
8% 


Same 


59% 


' All households........ 


= Households Reporting Buying Plans 
| within Next Six Months for: 


In per cent of Buying Plans, April—May—June, 1959 


New automobile....... 43 Q 50 5 
Used automobile...... 48 3 44 6 
New home......).... 49 4 43 4 
Wsed home.'...5.....5 47 4 46 4 
Air conditioner........ 46 3 46 6 
| Dish washer.......... 47 5 41 7 
BPIOTVED eC ss sks e's 50 4 45 Q 
Floor coverings........ 41 5 49 5 
Rereeverncee we finn s 55 uf 32 if 
BEHICUTG. Se. 45 5 AT 3 
Range, gas or electric... 43 4 46 vf 
Refrigerator.......... 46 4 43 I, 
Television set......... 46 4 44 7 
| Vacuum cleaner....... 41 5 49 5 
Washing machine...... 42 6 49 3 


1 Includes no opinion and not determined Source: Tur ConFrERENCE Boarp 
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reported and/or expected no change. Both “better off” 
groups had more buying plans for freezers than for any 
other product considered in the survey. Next most im- 
portant for those whose position had already improved 
was a dish washer, with a used home ranking third. 
Among those who expected to be better off, dish washers 
ranked second and new homes third in buying plans per 
household. 

The great majority of the consumers, three fifths of 
the total, expected their financial status to remain the 
same; the same proportion reported no change in the 
last six months. As was noted above, both groups 
reported relatively few buying plans per household as 
compared with “better off’? households. Among these 
consumers, new automobiles were outstanding in the 
relative number of buying plans, as were floor coverings, 
vacuum cleaners and washing machines. In short, their 
sights were focused on “bread and butter’’ items; they 
were less interested in luxuries like freezers and dish 
washers. Again, this difference in emphasis may be 


plans of the “better-off”? groups may express higher 


incomes. 


It is interesting to compare the plans of those who 
were better off and/or expected to be so with those who 


Announcements of 


Mergers and 


Acquisitions 


[Continued from page 423] 


Acquirer 
Description and Assets in Millions 


Brockway Glass Co. ($21.9) 
Glass containers mfr. 

Carson Pirie Scott & Co. ($39.8) 
Department store operator (Chicago) 
and wholesale floor covering business 

Century Display Mfg. Corp. (n.a.) 
Display products, advertising special- 
ties, tool kits and metal products mfr. 

Chamode Beauty Salons, Ine. (n.a.) 
Beauty salon chain 


Champion Paper & Fibre Co. ($163.7) 
Woodpulp, coated and uncoated 
papers, and sanitary food boards mfr. 


A. B. Chance Co. ($13.5) 
Electric transmission and distribution 
equipment, protective devices, pole 
line hardware and power switches 
mfr. 

Chicago Molded Products Corp. ($4.9) 
Molded plastics mfr. 

Chromalloy Corp. ($2.4) 
Grey iron castings, rocket fuel and 
explosive devices mfr.; chromizer of 

_ non-ferrous metals 

Cominol Industries, Inc. (n.a.) 
Electronics mfr. 

Comptometer Corp. ($9.4) 
Calculating and diction-transcrip- 
tion machines mfr. 

H. D. Conkey & Co. (over $1.0)* 
Face brick, sand, gravel and tile mfr. 


_ SEPTEMBER, 1959 


Acquired Unit 
Description and Assets in Millions 


Bay Freezers Corp. (n.a.) 
Fortune Bay Products, Ltd. (Canada) 
n.a 


(Fish ‘processing plant (Newfound- 
land, Canada) of) 

Tygart Valley Glass Co. (over $1.0)* 
Packers glassware mfr. 


Rau Store (Chicago Heights) (n.a.) 


Caspers Tin Plate Co. 
(Century Display & Mfg. Div. of) 
(n.a.) 

Larry Mathews (n.a.) 
Beauty salon chain 

Buffalo Envelope Co. (over $1.0)* 
Envelopes mfr. 


Starline Co. (n.a.) 
pies products for electrical utilities 
mfr. 


Capac Plastics, Inc. (over $.5)* 
Plastic sheet extruder 

Chromizing Co. (n.a.) 
Metal castings and alloys processor, 
developer and producer 


Granite State Machine Co. (over $1,0)* 
Shipboard antennas mfr. 


Radiation Electronics Corp. (n.a.) 
Industrial measuring and testing 
infra-red devices mfr. 

Spartan Tool Co. (over $.1)* 

Power driven flexible rod drain and 
sewer cleaning machines, sewer cable 
and cutting tools mfr. 


owing, in part, to actual differences in income. 


Morris CoHEen 


Martin R. GAINsBRUGH 


Tueresa R. SHAPIRO 


Office of the Chief Economist 


Acquirer 
Description and Assets in Millions 


Continental Can Co. ($688.2) 
Metal, paper and glass containers, 
etc., mfr, 

Continental Oil Co. ($619.7) 
Integrated oil producer 


Crown Zellerbach Canada Ltd.($142.3)2 
(Sub of Crown Zellerbach Corp.) 
Newsprint, kraft wrapping paper and 
paper products mfr. 

Dana Corp. ($119.8) 

Automotive parts mfr. 


Davidson Publishing Co. (n.a.) 


Eaton Mfg. Co. ($144.5) 
Automotive and aircraft parts mfr. 
ae Wasey, Ruthrauff & Ryan, Inc. 
n.d. 
Advertising agency 
Essex Universal Corp. (n.a.) 


Farrington Mfg. Co. ($7.5) 
Metal and cardboard display boxes 
and charge account identification 
systems and cards mfr. 


Federal Compress & Warehouse Co. 
($27.2) 


Cotton compress and warehouse 
business 


Federated Department Stores, 
($277.5) 
Retail department store chain opera- 
tor 


Flintkote Co. ($127.2) 
Building materials, floor coverings, 
cement, paperboard and automotive 
products mfr. 


Inc. 


Acquired Unit 
Description and Assets in Millions 


Fort Wayne Corrugated Paper Co. 
($15.2) ‘ ; 

Corrugated shipping containers mfr. 

San Jacinto Petroleum Corp. ($35.6) 
(66.7% of common stock of) : 
Acquires, develops and operates oil 
and gas properties 

F. P. Kendall Oil Co. (n.a.) 
Service station chain operator 


Plywood Supply Co., Ltd. (Canada) 
n.d. 
Plywood distributor 


Gear Grinding Machine Co. 

(Rzeppa universal joint assets of) 
(n.a.) 

Garity-Burnett-Steele Co. (n.a.) 
Commercial printing house (Northern 
Minnesota) 

Gregg & Associates (n.a.) 

Sales agency 

W.S. Walker Advertising Agency (n.a.) 

Advertising agency 


Pacific Electricord Co. (over $.3)* | 
Consumer electric and electronic 
equipment mfr. 

Printed Electronics Corp. (over $.1)* _ 
Printed wiring boards for electronic 
equipment mfr. 


Dixie-Portland Flour Co. (over $1.0)* 
Flour mfr, 


Goldsmith’s (n.a.) ‘ 
Department store (Memphis, Tenn.) 


Glen Falls Portland Cement Co. ($5.8) 
Portland and masonry cement mfr, 


Blue Diamond Corp. ($13.8) 
Building materials mfr. 


=} 
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Announcements of Mergers and Acquisitions (Continued) 


Acquirer tie 
Description and Assets in Millions 


Acquired Unit 
Description and Assets in Millions 


Food Giant Markets, Inc. ($25.0) 
Supermarket chain operator (South- 
ern Calif.) 

Gamble Brothers, Inc. ($1.1) 
Specialized hardwood products mfr. 

General Cable Corp. ($108.3) 

Rods, wires and cables mfr. 

General Instrument Corp. ($22.7) 

Electronic components mfr. 


General Transistor Corp. ($3.9) ) 
Transistors and magnetic recording 
heads mfr. 

Globe Hoist Co. ($2.7) | : 4 
Automotive lifting devices, industrial 
lifting equipment, boat hoists, etc. 
mnfr. 

H & B American Machine Co. ($14.9) 
Precision machined aircraft parts and 
components and steel forgings mfr. 

Hammermill Paper Co. ($54.2) 
Sulphite pulp, and writing, bond, 
ledger, printing and other papers 
mfr. 


The Hearst Corp. (n.a.) 


Hermetic Seal Corp. ($1.0) ; ‘ 
Hermetically sealed electronic, radio 
and radar components mir. 


Hewlett-Packard Co. ($18.0) 
Blectronic measuring instruments 
mfr, 

Hofmann Industries, Inc. ($4.3) _ 
Tubular steel products, aluminum 
and grey iron castings, brooms, 
chlorophyll products, etc., mfr. 


Hupp Corp. ($36.8) _ 
Appliances, aviation products and 
electronics mfr, 


The Independent, Inc. (n.a.) 
Newspaper publisher (St. Petersburg, 
Fla.) 


Induction Motors Corp. (over $1.0)* 
(Affiliate of American Research & 
Development Corp.) 

Precision fractional horsepower mo- 
tors and electronics mfr. 

Kawneer Co. ($21.0) 

Architectural building products and 
appliance parts mfr. 

James R. Kearney Corp. ($7.0) 
Electrical utility equipment and tele- 
phone line accessories mfr. 

Kern County Land Co. ($70.2) : 
Agricultural and cattle properties 
owner and operator 

Ketchum & Co., Inc. ($7.6) 

Drug wholesaler 
Koppers Co. ($199.9) d , 
‘oal tar products, chemicals, plastics, 
machinery, etc., mfr. 

Landers, Frary & Clark ($27.9) 
Electrical appliances and household 
supplies mfr. 

Lee Newspapers (n.a. 

Newspapers Sher (Midwest) 


Ling Electronics, Inc. ($14.0) 
Electronic vibration testing systems, 
loudspeakers and microphones, etc., 
mfr. 

Livingston Oil Co. ($4.2) 

Oil and gas producer 


Marks Oxygen Co. (n.a.) | 
Oxyenn, acetylene, nitrogen, etc., 
ts 


De Falco Market Co. (n.a.) 
Supermarket chain operator (San 
Diego, Calif.) 


United Bowling Services, Inc. (n.a.) 


Indiana Steel & Wire Co. (over $1.0)* 
Steel wire mfr. 

Harris Transducer Corp. (over $.1)* 
Sonar and anti-submarine warfare 
devices and ultrasonic equipment 
mfr. 

Systematics, Inc. (n.a.) 
Electro-mechanical devices mfr. 


Pacifie Curtainwall, Inc. 
(66.7% of shares of) (n.a.) 
Exterior panels mfr 


Willard Woodrow Construction Co. 


n.d. 
Residential construction 

Beckett Paper Co. (over $1.0)* 
(Over 80% of common stock of) 
Paper mfr. 


Avon Publications, Inc. 
(Avon pocket-size books of) (n.a.) 


Thermal Controls Corp. (n.a.) 
Thermal time delay relays mfr. 


O. K. Electronics Corp. (over $.1)* 
caus delay relays and vacuum fuses 
mfr. 


Great American Electronics Corp. (n.a.) 


Palo Alto Engineering Co. (n.a.) 
Electric transformers mfr. 


Colson Corp. (n.a.) 
a5 of Great American Industries, 
ne. 
Casters, wheeled products, hydraulic 
Ait units and folding fin aerial rockets 
ie 


American Non-Gran Bronze Co. (over 
1 


Aircraft valve guides, bronze bush- 
ings and other precision machined 
parts mfr. 
Cutler-Hammer, Inc. 
(Valve Operator div. of) (n.a.) 
“Petersburg (Va.) Progress-Index’’ 
(Controlling interest in) (n.a.) 
(Owned by Lewis Huber Newspaper 
Corp.) 
Evening and Sunday newspaper 
Mason Electric Corp. (over $.1)* 
Switches mfr. 


Precast Industries, Inc. (over $.1)* 
Prestressed concrete products mfr, 


Electrical Industries Corp. (n.a.) 


Walker Mfg. Co. of Wisconsin ($24.0) 
Automotive accessories mfr, 


Long Island Drug Co. (n.a.) 
Drug wholesaler 
Union Carbide Corp. 
(Chlorinated chemicals and resins 
mnfg. plant of) (n.a.) 
Plume & Atwood Mfg. Co. 
(Fabricating div. of) (n.a.) 
Metal cosmetic containers mfr, 
Anaconda Co. 
(Eight daily newspapers of)® (n.a.) 


University Loudspeakers, Inc. (over 
$1.0)* 


Loudspeakers and loudspeaker sys- 
tems mfr. 
Superior Oil Co. 
Le Nh oo producing oil wells of) 
n.d. 
Coastal Welding Supply Co. 
(Assets of) (n.a.) 


Acquirer 
Description and Assets in Millions 


Maryland Shipbuilding & Drydock Co. 
($22.4) 


Ship repair and construction yard 
operator and heat transfer equipment 
rr 
Meredith Publishing Co. ($46.1) 
Magazine and book publisher 


Microwave Associates, Inc. ($3.0) | 
Radar components, microwave equip- 
ment and electronic devices mfr. 


Monogram Precision Industries, Inc. 


Metal clamps, electron power tubes, 
optics and lenses mfr. 

Motor Products Corp. ($11.7) 
Major assemblies in the airframe and 
jet engine fields mfr. 

NAFI Corp. ($25.9) 
Automobile seat and back cushions 
and other interior trim items mfr. 

National Aluminate Corp. ($27.4) 
Industrial chemicals mfr. 

New York Shipbuilding Corp. ($60.2) 
(Sub. of Merritt-Chapman & Scott 


‘orp. 
Shipbuilder, industrial machinery 
and equipment mfr. 

North American Coal Corp. ($37.5) 
Bituminous coal and lignite producer 

Otis Elevator Co. ($128.1) 

Elevator systems and moving stair- 
ways, etc. mfr. 

Papercraft Corp. ($4.9) 

Gift wrapping products mfr. 


Pauley Petroleum, Inc. ($22.3) 
Oil and gas producer 


Peed, Gammon & Lipsky, Ine. (n.a.) 
(Formed by merger of) 


Pioneer Plastics Corp. ($5.3) 
Decorative plastic laminates mfr. 


Pittston Co. ($175.5) 
Bituminous coal producer and dis- 
tributor, general trucking, armored 
car and warehousing business, etc. 


Platka Export Co. (n.a.) 


Poly Industries, Inc. ($4.6) } 
Major components for gas turbine 
and jet engines mfr, 


Pro-phy-lac-tic Brush Co. 
(Sub. of Warner-Lambert Pharma- 
ceutical Co.) ($110.5) 
Proprietary drugs and toiletries mfr. 
Purex Corp. Ltd. ($22.7) ; 
Soaps, cleaners, bleaches, disinfect- 
ants and detergents mfr. 


(To be concluded in next issue) 


Acquired Unit 
Description and Assets in Millions 


Charleston Shipyards, Ine. (n.a.) 
Ship repair yard operator 


National Plan Service, Inc. (n.a.) 
Promotional services for lumber and 
building material dealers producer 

Waveco Corp. (n.a.) : 
(Increased interest to 100% by pur- 
chase of 50% interest in) j 

Pelham Corp. 

(Assets and equipment of) (n.a.) 


Trionics Corp. : 
(80% of outstanding stock of) (n.a.) 
Research and development service 

Oregon Television, Inc. (n.a.) 
Television station operator (Port- 
land, Oregon) 

Flox Co., Inc. (n.a.) 

Distributor 

Higgins, Inc. ($5.4) 
(80% of stock of) 
Boat builder 


Warner Collieries Co. ($5.1) 
Bituminous coal producer 


Northland Equipment Co. (n.a.) 


United States Rubber Co. 
(Pressure-sensitive tape mfg. plant 
of) (n.a.) 

Newhall Refining Co. (n.a.) 

Asphalt mfr. 

Earl 8. Peed (n.a.) ; 
Public relations counselors 

Roland Gammon Associates, Inc. (n.a.) 
Public relations counselors 

East-West Public Relations Inc. (n.a.) 
Public relations counselors 

National Publicity Associates, (n.a.) 
Public relations counselors 


Barclay Plastics Corp. (n.a.) 


Goodhue Plastics, Inc. (n.a.) 

Brink’s Inc. ($15.7) 
(Increased ownership to 75% by 
purchase of about 43% of common 
stock of) 
Armored car service 

McClumpha Overseas, Inc. (n.a.) 


Lake State Products Overseas, Inc. 
(n.a.) 


Awica Products, Inc. (n.a.) 


Lefco Products, Inc. (n.a.) 
Plastic precision parts mfr, 

U.S. Propellors, Inc. (n.a.) 
Honeycomb panels, wooden and 
metal propellors, ete., mfr, 

Ador Corp. (n.a.) 

Aluminum sliding glass doors, screens 
and curtainwall mfr. 

Tote-Brush, Inc. 

(Folding toothbrush assets, patents 
and trademarks of) (n.a.) 


Franklin Research Co. (over $1.0)* 
Wall and floor coatings, resins, waxes, ~ 
detergents and other industrial prod- 
ucts mfr, : 


1See The Conference Board Business Record, November 1957, for sources and | 


methods us 


* Estimated minimum capital from ‘‘Thomas’ Register of American Manu- 


. facturers, 1959”’ 
2 Canadian dollars 


3 The eight newspapers, all in Montana, are The Butte-Anaconda Montana 
Standard and Post, the Morning and Evening Billings Gazette, The Missoula | 
Missoulian and Sentinel, The Helena Independent Record and The Livingston 
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BUSINESS RECORD 


Chartbook 
Pages“ 


Industrial production 
Total 
Durables manufacturing 
Nondurables manufacturing 


Wholesale prices 
All commodities 
Farm products 
Processed foods 


Selected Business Indicators 


1947-49=100 S 
1947-49=100 S 
1947-49=100 S 


1947-49 = 100 
1947-49 = 100 
1947-49 = 100 


1947-49 = 100 


Consumer prices 
All items 1947-49 = 100 
1947-49 = 100 
1947-49 = 100 
1947-49 = 100 


Prices received and paid by farmers 
Prices received 1910-14= 100 
Prices paid? 1910-14=100 
Parity ratio? 1910-14=100 


Employment and unemployment (Census)* 
Total labor force Thousand persons 
Thousand persons 
Civilian employment Thousand persons 
Nonfarm employment Thousand persons 
Unemployment Thousand persons 


Nonfarm employment (BLS) 
Thousand persons S 752,408 752,125 
Manufacturing® Thousand persons S 716,522 716,372 
Nonmanufacturing Thousand persons S$ 5 735,886 
Factory production workers in durables Thousand persons S y 1,239 
Factory production workers in nondurables Thousand persons S 7 5,353 


Average work week 
All manufacturing 
Durables manufacturing 
Nondurables manufacturing 


Average hourly earnings 
All manufacturing Dollars 


Durables manufacturing Dollars 
Nondurables manufacturing Dollars 


Average weekly earnings 
All manufacturing Dollars 
Durables manufacturing Dollars 
Nondurables manufacturing Dollars 


Personal income 
Billion dollars S A 
Billion dollars S A 
Billion dollars S A 
Billion dollars S A 


Instalment credit 
Extensions Million dollars S 
Repayments Million dollars S 
Instalment credit outstanding® Million dollars 35,029 


New construction 
Total Million dollars S A 754,984 755,368 
Total private Million dollars S A 738,988 739,072 
Private nonfarm residential Million dollars S A : 722,764 723,244 


Business sales and inventories 
Million dollars S a. 788,300 86,4005 
Million dollars S nae 761,500 eee 


Retail trade: Durable goods stores 
Inventories® Million dollars S$ nthe 10,8005 
Million dollars SS 7G: Sens 


Retail trade: Nondurable goods stores * 
Inventories® Million dollars S a. 13,2706 
Million dollars Ss aan ee 


Durables mfg.: Sales and inventories 
Inventories® Million dollars S .d. 28,528b 
Million See S ae ere 


Nondurables mfg.: Sales and inventories 
Inventories® Million dollars S .d. 721,865 21,7185 
Million dollars S a. 715,227 13,6616 
+ 1.44 1.59b 
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Selected Business Indicators (Continued) 


Chartbook 


Pages* Series 


Merchandise exports and imports 


er 
ee 


| | a | 


Eight sensitive business indicators 


Chartbook 
Pages“ 


Series 


For monthly data see above 


Sources: Federal Reserve; Department of Commerce; Bureau of Labor Statistics; 
Department of Agriculture; Bureau of the Census; Securities and Exchange Commis- 
sion; Treasury Department; F. W. Dodge Corporation; Standard & Poor’s Corpora- 
ya Dun & Bradstreet; National Bureau of Economic Research; Tor CONFERENCE 

OARD 

1 Excluding farm and food. 2 Including interest, taxes, and farm wage rates. ? Prices 
received divided by prices paid. 4 Series redefined in 1953, and in 1957. § Includes non- 
production workers. § Excludes personal contributions to social eer included in 
components. 7 Includes wages and salaries and “other labor income.” 8 End of period. 
* Includes grant-aid shipments, ! Privately held; includes demand and time deposits 
adjusted to exclude U. S. Government and interbank deposits, and currency outside 
banks, ™ All member banks; Wednesday nearest end of period. }2 Commercial, in- 
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Million dollars 


o osehpare te. bese ge Rie © CReKE SUE ote bn CIES se lce eviews wate rate Billion dollars S A > ae) 1 X 
2 Change in business inventories.............++-00- Billion dollars S A ry 10.4 6.1 0.8 —5.3 
Final demand aay © ite tae as weceiols Glacovulnlenia slyeolte elas Billion dollars S A r 474.1 464.1 456.3 440.3 
Components of gross national product 
Personal consumption expenditures............... Billion dollars S A Palins 303.9 299.1 290.9 
3 Gross private domestic investment.............-. Billion dollars S A Pires 69.8 61.3 $1.3 
Net exports of goods and services...........-.+:- Billion dollars S A r—1.8 —0.9 0.2 1 OE 
Government purchases of goods and services.......} Billion dollars S A r 97.7 97.4 96.5 91.1 
Disposition of personal income 
Personal: incomes). Sec cee tales orlae sac acne hemes Billion dollars S A 381.1 371.8 366.3 355.0 
13 Disposable’ personal imcome so 5 sae. cepa eee Billion dollars S A 33525 327.4 322.9 312.9 
Personal consumption expenditures............... Billion dollars S A r 311.2 303.9 299.1 290.9 
Personal savin enn sie se cjcteminas vale aoe se hale ote pple tees Billion dollars S A ry 24.1 2325 PE 22.0 
Corporate profits!4 
Net. before taxes... 6... scenes RP Oe tocar Billion dollars S A na. 46.5 44.6 32.06 
Wax tia bility ss Geass sam ole eremvalsre ale ate etscclore a euetee eters Billion dollars S A 2.0. 22.6 21.9 15.7) 
15 INGO DrOties. oy reload a! sik sale eselesele aod @ w/e e oie lo ereree ene Billion dollars S A n.d. 23.8 22).7 16.36 
Dividend paymenta nse c's 0a vice wales & headin ies Billion dollars S A 13.0 12.8 12.0 12.6 
: Retained! Garnings.: ssyeys ste) siete tates wie ete tare eeeheriotons Billion dollars S A n.d. Pio 10.7 3.66 
Business expenditures for plant and equipment 
] Pt ar Os BURN, od tates yee to a al gs has eke Re eae eee Billion dollars S A 32.294 30.62 29.97 30.32 
6 Mantilact unger con vind fe ores ned ess es ea ere eee Billion dollars S A 11.95¢ 11.20 10.58 £153 
Nonmanufacturing icis cisavne ecu sires seanitkersiie ae aiereee Billion dollars S A 20.34a 19.42 19.39 18.79 
Federal budget receipts and expenditures 
ewelpts 2) 915 wiale-c's Nein le esos 4s okie ei «Rue RaereemeNs’ aa Million dollars 19,725 19,530 13,911 19,206 
24 Expenditures’ s ivsia otic ateee chs olen ca bee alee terete Million dollars 19,568 
Surplus or deficit............. OM sere sce fete miieretetats Million dollars 


1959 


Unit 


June May July 


Exported a ada: a derten ee ails wivtauctees ¢ 4 stele Cee ee Basis Million dollars n.d. 1,426 1,552 1,406 
7 | Tinportavs , bhes. ss dlewbebeto cn eats Megeubae mace Million dollars 1.4. 1,369 1,264 1,0315 
Export. stirplig®..). ys lis eens Wai ole hele Ae SES ne ake Million dollars n.a 56 288 3756 
Federal budget receipts and expenditures Ad: 
24 Defense expenditures .'s diy as. vis Se od Saamiaientc Million dollars 3,402 3,941 3,243 
For quarterly data see below : 
Money supply and turnover ’ 
Maney suippiyone 3: 0%) Ses tae ca ciincis a aicinteloeee traare Billion dollars 241.7 r 239.9 239.1 
25 Demand deposits adjusted and currency®.......... Billion dollars S 142.3 r 140.9 140.9 137.6 | 
Deposit turnover: New York City...............- TSA 59.5 54.2 SSeF 5O.o 
Deposit turnover: 337 other centers.............. TSA 25.4 yr 24.7 24.9 22.9 
Bank loans, investments and reserves 3 
oats Site doc. « aut ce tie Steaks one cunt 5, SS ener an Million dollars 90,745 789,301 87,660 80,179 
26 Investment, wise) Sees ses ae eee sees Million dollars 65,883 765,706 67,407 69,101 | 
CLE SE loatgs.. 5.) Monee ke cepee eicmercake Oecarats al nate Million dollars 34,931 732,617 31,664 


—500 


4.58 
48.69 
153 


TTS 
S 


Residential building contract awards.............. Thous. sq. ft. fl. sp. S} 130,170 142,400 126,489 123,822 | 
Commercial, industrial building contract awards....| Thous. sq. ft. fl. sp. S 38,849 33,349 37,648 30,788 
New. orders, durablesiiicnmietee shad c oaharsienretvene ale Million dollars S n.d. 15,849 715,241 12,2456 . 
28 Average work weeks ciic.sis «csleislelelsjelsis izes oie se dies Hours S 40.7 r 40.7 40.8 39.5 i 
Raw’ materials DelGes ssh. wi. c le dc ale wih euabersPe laren Rea 1947-49 = 100 86.7 87.9 88.0 86.6 
Stockyprices, sindustrials 55 6 tsk) << wie.nle sersiarerers dosisiels 1941-43 = 10 64.08 61.26 62.35 47.92 
New-incorporations : 45 Pesta Beebe ceieraios Number S 17,306 15,686 15,658 13,014 
Business ‘failuresins . {Sse 3 a Ok Sek e aaiers arena Number S 1,126 1,190 1,089 1,318 


1959 


II I 
Quarterp Quarter 


dustrial and farm loans of weekly gt gd member banks; Wednesday nearest end! 
of period. Series revised beginning July; year ago figure not stri comparable, 
38 Gross national product less change in business inventories. 4 All data are before in. 
ventory valuation adjustment. S-seasonally adjusted. A-annual rate. a-anticipated. 
For the III Quarter of 1959, anticipated outlays are: Total, 83.89; Manufacturing, | 
12.82; and Nonmanufacturing, 20.57.b-June, 1958 for monthly data; I Quarter 1958. 
for quarterly data. p-prelimmary. r-revised. * End-of-month inventory, divided by~ 
sales during the month. ¢ Debits divided by deposits. ¢t Diffusion index stated as the 
average duration in months of expansion or contraction. n.a.—not available. “ Chart= 
book of Current Business Trends (Sixth Edition), Tas Conrerence Boarp, 1959. 
Copies available to Board Associates on request ; 


BUSINESS RECORD?» 


In the September Management Record 


Current Stock Option Plans—An analysis of ninety-six plans, which were in effect at the end of 1958, gives a 
good idea of the basic characteristics of the restricted stock option—a, form of executive compensation that 
has gained wide acceptance in many industries today. Current plans are compared, when possible, with 
those analyzed by the Board in 1951, when stock option plans were just getting started. 


Arbitration on ‘‘Plant Practices’ and Contract Issues—The Pittsburgh Plate Glass Company and the United 
Glass Workers turned to arbitration to settle certain issues that had been deadlocked in negotiations. This 
article examines the arbitrators’ findings on three disputed issues: speed control; incentives; and seniority. 


Safety and Productivity Maintained Among Disabled Workers—Abilities Inc., a company that hires only handi- 
capped workers, has an enviable record of financial success. This is owing at least in part to the workers’ 
high productivity and their excellent safety record. The company, in turn, has found many ways to help 
its employees produce safely and efficiently. These innovations and the results they have produced are 
detailed in the article. 


Compensation Practices for Employees in Foreign Operations—Most companies with overseas installations have 
both United States expatriate employees and foreign nationals on their payrolls. In most instances this 
means that separate pay policies have to be worked out for the two groups. In the case of expatriates, not 
only must base salary be determined, but also overseas premiums, a cost-of-living allowance, and tax 
adjustments have to be considered. This Round Table presents three companies’ overseas compensation 
programs, as well as a discussion of compensation policies. 


Compensation of Top Executives 
Preparing for Collective Bargaining 


Studies in Personnel Policy, nos. 173 and 172 


Management's Role in Electronic Data Processing 
Foreign Licensing Agreements: Il. Contract 
Negotiation and Administration 


Recent Studies in Business Policy, nos. 92 and 91 


Board Concentration Patterns in Manufacturing 


Reports The Relative Importance of: Labor Claims, Property 
Claims, Tax Claims 


Some 


Studies in Business Economics, nos. 65 and 64 


A Measure of Concentration... 


The Board’s new study on concentration is based on Census oj 
Manufactures data gathered by the government on value of ship- 
ments, primarily with other uses in mind. They are the most nearly 
complete and most recently compiled data available for such an 
inquiry. They are, moreover, being used in discussions and probes 


of concentration in industry. 


These are the pertinent reasons why the Board used these data ir 
studying concentration ratios for companies in the various manu 
facturing industries. The resulting report (comprising 128 pages) 
is worth your careful consideration for the light it throws upon thes« 


methods of measuring concentration. 


Elsewhere on this page are a few of the highlights of the data, bu 


make sure you see the whole report: 


CONCENTRATION | 
PATTERNS IN 
MANUFACTURING 


Studies in Business Economics, No. 65 


Associate companies and organizations have just been sent 
their copies of this report. Extra copies can be had at $2.50 a 
copy to Associates and $12.50 to non-Associates 


